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A JOINT RESOLUTION
proposing a constitutional amendment to provide a school property
tax cut, create the Texas School Trust Fund, authorize the
replacement of certain taxes, and dedicate certain revenue for
primary and secondary public schools.
BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF TEXAS:
SECTION 1. Article VII, Texas Constitution, 1is amended by

adding Section 5-a to read as follows:

Sec. 5-a. (a) The Texas School Trust Fund is created and

subject to administration and investment, as provided by general

law, by the comptroller of public accounts. Money credited to the

trust fund shall be paid, at the time and in the manner provided by

general law, to each school district of this state imposing ad

valorem taxes for elementary and secondary public school purposes

to reimburse that school district for:

(1) the local tax revenue lost by that school district

because of the exemptions or reductions granted by Subsection (g),

Section 1-b, Article VIII, or Subsection (d)(2), Section 1, Article

VIII, of this constitution; and

(2) revenue losses resulting directly from a rate

reduction required by law effective in the 1998 tax year.

(b) In addition to any money transferred to the credit of

the Texas School Trust Fund under Subsection (c) of this section,

the trust fund is composed of:

(1) the net revenue received by this state from the
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collection of a tax on the business activities of a business

otherwise not excluded by Section 25, Article VIII, of this

constitution;

(2) an amount equal to the total net revenue received

by this state, after deducting the amounts dedicated under Section

7-a, Article VIII, of this constitution, from the imposition of

general sales and use taxes, including a sales and use tax on_the

sale, rental, or use of motor vehicles, at the rate of one-half of

one percent of the taxable sales or purchase price or taxable

receipts;

(3) interest earned on money credited to the trust

fund; and

(4) any other revenue that the legislature provides by

law for deposit to the credit of or transfer to the trust fund.

(c) If the amount of money credited to the trust fund is

insufficient to reimburse any school district for lost local tax

revenue in the amount required by Subsection (a) of this section,

the comptroller of public accounts shall transfer other state tax

revenue, not otherwise dedicated by this constitution, to the

credit of the trust fund as necessary to make the reimbursement

payments at the time and in the manner the payments become due.

If, in the same biennium in which a transfer is made to the trust

fund from other state tax revenue, money in the trust fund becomes

available in excess of the amount necessary to make reimbursement

payments to school districts as required by Subsection (a) of this

section, the comptroller of public accounts shall transfer, to the

extent of the excess, from the trust fund to the fund or funds to
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which the transferred tax revenue was credited or would have been

credited an amount equal to the amount of the transfer to the trust

fund.

(d) After the payments required by Subsection (a) of this

section have been made or sufficient funds for the payments in a

biennium have been set aside, and after any transfers from the

trust fund have been made as required by Subsection (c) of this

section, the legislature may appropriate from the trust fund any

remaining money for elementary and secondary public school

purposes.
SECTION 2. Section 1-b, Article VIII, Texas Constitution, is

amended by adding Subsections (g) and (h) to read as follows:

(g) In addition to any other exemption granted or authorized

by this section, beginning January 1, 1997, $20,000 of the market

value of the residence homestead of a married 'or unmarried adult,

including one living alone, is exempt from ad valorem taxation for

the maintenance and operations of elementary and secondary public

schools. The exemption does not apply to the taxable value of a

residence homestead for ad valorem taxes for debt service. For the

1998 tax vyear, a person who in that tax year is qualified for the

tax limitation under Subsection (d) of this section is entitled to

a reduction in the amount of ad valorem taxes imposed on the

residence homestead for purposes of maintenance and operations of

elementary and secondary public schools. The reduction is an

amount equal to $20,000 times the sum of the tax rate of the

school district, expressed in dollars and cents per $100 of value,

for the 1998 tax vyear for the maintenance and operations of
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elementary and secondary public schools and the tax rate reduction

required by law effective in the 1998 tax year, less any amount by

which the taxes for the maintenance and operations of elementary

and secondary public schools were actually reduced in the 1997 tax

year due to the homestead exemption granted under this subsection.

A person who is otherwise entitled to the reduction and who first

qualifies for the tax limitation under Subsection (d) of this

section in the 1998 tax year is not entitled to both the reduction

and the $20,000 exemption authorized by this subsection on the

residence homestead to which the limitation applies. For a tax

year subsequent to the 1998 tax year, the limitation provided by

Subsection (d) of this section includes the amount of the reduction

required by this subsection, subject to a value that increases by

an improvement in the manner provided by Subsection (d) of this

section. The application of the exemption or a reduction

authorized by this section does not entitle the owner of property

to a tax credit or refund if the assessed value of the property for

ad valorem tax purposes or the ad valorem tax liability of the

person computes to an amount less than zero.

(h) The legislature by general law may limit the authority

of, and provide procedures for, the governing body of a school

district to reduce the amount of or repeal any local tax exemption

from ad valorem taxes for elementary and secondary public school

purposes on homesteads and that the school district may otherwise

reduce or repeal.

SECTION 3. Subsections (c), (d), and (e), Section 1, Article

VIII, Texas Constitution, are amended to read as follows:
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(c) The Legislature may provide for the taxation of
intangible property and may also impose occupation taxes, both upon
natural persons and upon corporations, other than municipal, doing
any business in this State. Subject to the restrictions of Section
24 of this article, it may also tax incomeé of both natural persons
and corporations other than municipal. Persons engaged in
mechanical and agricultural pursuits shall never be required to pay

an occupation tax, other than a tax to which Section 25 of this

article applies.

(d) The Legislature by general 1law shall exempt £from ad
valorem taxation household goods not held or used for the
production of income and personal effects not held or used for the
production of income. The Legislature by general. law may exempt:

(1) from ad valorem taxation:

(A) [+#¥] all or part of the personal property
homestead of a family or single adult, "personal property
homestead" meaning that personal property exempt by law from forced
sale for debt; and

(B) [+2¥) subject to Subsections (e) and (g) of
this section, all other tangible personal property, except
structures which are personal property and are used or occupied as
residential dwellings and except property held or used for the
production of income; and

(2) from ad valorem taxation for the maintenance and

operations of elementary and secondary public schools, but not from

ad valorem taxation for debt service, tangible personal property

held for sale or consumption as inventory, as may be defined by law

75R5548 JBN-D 5
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and subject to conditions and limitations prescribed by law.

(e) The governing body of a political subdivision[y-ether
than-a-county-eduecatien-distriety] may provide for the taxation of
all property exempt under a law adopted under Subdivision (1) (B)
[£2¥] of Subsection (d) of this section and not exempt from ad
valorem taxation by any other law. [In-the-manner-provided-by-itawy
the--voters--of-a-county-education-district-at-an-etection-hetd-£for
that-purpose-may-provide-for—the-taxation-of--ati--preperty——exempt
under-a-taw-adopted-under-Subdivisieon-+2)-of-Subsection-td}-of-this
section-and-net-exempt-£from-ad-vatorem-taxation-by-any-ether-laws]

SECTION 4. Article VIII, Texas Constitution, is amended by
adding Section 25 to read as follows:

Sec. 25. (a) Taxes on the business activities of a business

are not subject to Section 24 of this article, and the dedication

of revenue under Section 3, Article VII, of this constitution does

not apply to a tax imposed on those activities.

(b) Unless by law enacted by an affirmative vote of at least

three-fifths of the membership of each house, the established rate

of a tax on business activities may not be increased.

(c) This section does not apply to a sales and use tax,

gross receipts tax, license tax, severance tax, or requlatory tax.

SECTION 5. This proposed constitutional amendment shall be
submitted to the voters at an election to be held August 9, 1997.
The ballot shall be printed to permit voting for or against the
proposition: "The constitutional amendment providing property tax
cuts, reducing property taxes on homesteads, creating the Texas

School Trust Fund, limiting the tax rate of a tax on all types of
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business entities, and dedicating revenue to fund Texas primary and

secondary public schools."
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By Craddick,\Jufell, et al. 4
Substitute theg following for H.J.R. No. 4:
By Sadler, Hjf\bert, Brimer, Chisum, 4

Craddick
Stiles,

f;il*é\\

rnandez, Hochberg, Junell,
illiamson, Wilson

“

:
/Q A JOINT RESOLUTION

| ([( 4/¥ b proposing a constitutional amendment providing financial support
2

for elementary and secondary public education, dedicating revenue

3 ' and authorizing priority allocations of certain revenue,
| 4 authorizing a state property tax and certain taxes on entities,
i 5 providing property tax relief and reduced school taxes on
| 6 residential property, including certain homestead property, and

7 making implementation and conforming amendments.
8 BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF TEXAS:
9 SECTEGN 1. Section 1, ArticleFVIi, Texas Constitution, is
10 amended to read as follows:
11 Sec. 1. {a) A general diffusion of knowledge being
12 essential to the preservation of the liberties and rights of the
; 13 people, it shall be the duty of the Legislature of the State to

establish and make suitable provision for the support and

maintenance of an efficient system of public free schools.
(((brice o 4N\ v
g ic

education shall be the first pri6§;ty among State spending
Vd

and appropr ions, subiject only tg//the dedication of revenue

otherwise pro:IE§8\>by this Copékitution and to the payment of

21 Sections 6 and 22 of Artigfe I of this Constitution, by general

|
!
20 lawfully incurred St;:;\\§§bt.//’The Legislature, notwithstanding

il
22 law may, to fulfill its;égligations

|
r this subsection, provide
|

3 23 spending prioritiegd and minimum finan®egl effort, including
‘ 24 guaranteed draws ainst the revenue of this State t dedicated by
1 J//” e

/
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~support the public schools of this State. Monpy received by the

\\bate from the operation of lotteries authif*zéd by Section 47(e),

ArtI:Té\,III, of this constitution, lepélamounts paid for lottery

’gr'
prizesa;;\hdministratlve costs, may,Be spent only for elementary
&

and secondar;\\Buhlic educatigpf; The [for—-a-period--of-not-less

than-six—months—in—eap ~and-it-shati--be--the--duty--of--the]

State Board of Educatipﬁ»s 11 [te] set aside a sufficient amount

of State funds [eut—gf-the-satd-t to provide free text books for

the use of childpén attending the publl [free] schools of this

State. If[s providedT—hcwever7-that—shouiéﬁtQ::i;mit—of] taxation
and revgﬁg:‘ described by .this subsection are herein-named-be]
~.

insufficient, the deficit may be met by appropriation'\figm the

i,

mh...,“,..‘.m._v.._....p'.w.v. - - ke s et m b e e e .o S ‘h‘"
b The [and--the] Legislature may [atse] provide for the

formation of school districts [distriet] by general laws. All[+

and-~at*] such school districts may embrace parts of two or more

counties., The[y-and-the] Legislature may by general law provide
[shati-be-authorized-to-pass—-liaws-for-the-assessment-and-cotlection
of--taxes-in-ati-said-districts-and] for the management and control
of tPE public [seheoi-or] schools of such districts.

T fe) The[7—;hether—such—districts—are—cemposed——ef~—tetritery

whetty--within--a--county--or-in-parts-of-two-or-meore-counties;—and

the] Legislature,~snhjnce—tc—ratE’ITmTtatéens<as—pTUVTUEd-by——fwmb
£

may provide for school districts to impose [autherize] an

[additionat] ad valorem tax on all residentjal property as defined

by general law [te--be--ievied--and--collected-within-ati-scheool

diatricts—heretofore—formed—or—hereafter—formed7] for the further
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C.S.H.J.R. No.|[4

§ ,, e
‘ 1 rmaintenance and operations of public schoolsJ The
; T2 Legislature may provide for school districts to impose an
| 3 - additional ad valorem tax on all property not otherwise exempted by
} 4 this constitution or by the Legislature under the authority of this
‘ 5 constitution[y--and] for the erection ana equxpment of school
6 buildings if [therein;-provided-that] a majority of thé “qualified
7 [property—-taxpaying] voters of the district voting at an election
8 to be held for that purpose[7] shall vote such tax [net--te--exceed
9 in--any--one--year--one--{$+:66y--dotiar-on-the-one-hundred-doiiars
10 vatuation-of-the-preperty-subject-to-taxation-in-such-district;-but
11 the-timitation-upon--the--amount--of--schooi--district--tax--herein
i 12 avthorized---shaii--not--appiy--teo--inecorporated--cities--or--towns
? 13 eonstituting-separate-and--independent--sehooi--districtsy--nor--te
1 14 independent--or--common-—sehuo}--districts--created--by-—generai-gt
15 speciai-taw]. ‘ L e |
j 16 SECTION 4. Section 1, Article VIII, Texas Constitution, is
17 amended by amendlng Subsection (c) and adding SubSECtliiiiS\iligi\
i 18 read as follows: | C4<&¢uu((f)
; 19 (c) The Legislature may provide for the taxation ng
i 20 intangible property and may also impose occupation taxes, both upon
| 21 natural persons and upon corporations, other than municipal, doing
22 any business in this State. Subject to the restrictions of Section
i 23 24 of this article, it may also tax incomes of both natural persons
% 24 and corporations other than municipal. It may also impose
| 25 privilege or franchise taxes measured by the income or taxable
i 26 capital of a corporation, partnership, or business entity other
27 than a sole proprietorship. A sole proprietorship [Persens] engaged
5
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C.S.H.J.R. No. 4
in mechanical or [and] agricultural pursuits shall never be

required to pay an occupation tax. This subsection does not

prohibit the imposition of taxes on a gas, electric, or water

utility of a municipal corporation.
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franchise tax authorized by Subsection (c) of this section is not

/ v
prohibited. This section»expires January 1, 2000. /ﬂV&naoh/’/é\\\
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amended by amending Subsections (b), (d), gnd (e) and adding

Subsection (b-1) to réad as follows:

(b) The governiny body of any county, /city, town,

disswser;] or other political subdivision

pf the State} other tRHan

— e

a school [ecounty-educatiok] district, may/exempt by its own action

v

not 1less . than Three Thoujand Dollars 3,000) of the market value

of residence homesteads of persons, mafried or unmarried, includjing

those living alone, who are disability for purposes |of

payment of disability insurg§nce /benefits under Federal Old-Age,

Survivors, and Disability Insura or its successor or of margied
or unmarried persons sixty-fi (65) years of age or olger,
including those living alone, fyom\all ad valorem taxes thereafter
levied by the political supdivisyjon. As an alternative, ypon
receipt of a petition signed percent (20%) of the voflers

who voted in the last pgreceding election held by the polit%cal

aubdivision shall <call | an

subdivision, the governing fody of the

election to determine by/ majority vote‘Y;ither an amount not l%ss

than Three Thousand Dollars ($3,000) as pryvided in the petitidn,
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/ C.S.H.J.R. No. 4
of the market value of residence hoxzsteads of disabled persons or
of persons sixty-five (65) years oﬁ/age or over shall be exempt
/

from ad valorem taxes ther?gfter levied by the political

subdivision. The governing bodyjbf a school district or, in [Zn]

the manner provided by thié subsection for other political
7

subdivisions [*aw], the voteys of a school [ecounty--education]

district, at an election /held for that purpose, may exempt an

amount not less than Three/éhousand Dollars ($3,000), as provided

in the petition, of tﬁé market value of residence homesteads—ef— -

disabled persons or of pérsons sixty-five (65) years of age or over
from ad valorem taxes ‘Ahereafter levied by the school [eounty

educatien] district gbr payment of principal and interest on bonds
/

and similar debt of fhe school district. An eligible disabled

person who is sixtyffive (65) years of age or older may not receive
both exemptions rom the same political subdivision in the same
year but may choqée either if the subdivision has adopted both.
Where any ad jéalorem tax has theretofore been pledged for the
payment of a?é debt, the taxing officers of the political
subdivision ?hall have authority to continue to levy and collect
the tax agai ;t the homestead property at the same rate as the tax
so pledged/ until the debt is discharged, if the cessation of the
levy would /impair the obligation of the contract by which the debt
was creatfed. An exemption adopted under this subsection based on
assessed/salue is increased, effective January 1, 1979, to an
amount fhat, when converted to market value, provides the same

reductiyon in taxes, except that the market value exemption shall be

roundgd to the nearest $100.
4
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organizations other than soyé proprietorships, providing for the
transfer to a different home ﬁead of the school property tax freeze
on homesteads of the elderlyg nd establishment of public schools

i]
as the first priority of staie §pending."
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COMMITTEE REPORT

The Honorable James E. "Pete" Laney 4-16-97
Speaker of the House of Representatives (date)

Sir:

We, your SELECT COMMITTEE ON REVENUE AND PUBLIC EDUCATION FUNDING

to whom was referred HIR 4 have had the same under consideration and beg to report

back with the recommendation that it

( ) do pass, without amendment.
( ) do pass, with amendment(s).
() do pass and be not printed; a Complete Committee Substitute is recommended in lieu of the original measure.

(X) yes ( ) no A fiscal note was requested.

() yes (X) no A criminal justice policy impact statement was requested.

() yes ( ) no An equalized educational funding impact statement was requested.

() yes (X) no An actuarial analysis was requested.

() yes (X) no A water development policy impact statement was requested.

() yes ( ) no A taxequity note was requested. '

( ) The Committee recommends that this measure be sent to the Committee on Local and Consent Calendars.
For Senate Measures: House Sponsor

Joint Sponsors: / / /

Co-Sponsors:

The measure was reported from Committee by the following vote:

AYE NAY PNV ABSENT
Sadler, Chair %
Hilbert, Vice-chair X
Brimer X
Chisum X
Craddick X
Hemandez X
Hochberg X
Junell X
Stiles X
Williamson X
Wilson X

Total -
— < aye ; é 7 { é 22
— 0  nay .

— I present, not voting o
0 absent
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BILL ANALYSIS

REVENUE & PUBLIC EDUCATION FUNDING, SELECT

CSHIJR. 4
By: Sadler, Hilbert, Brimer, Chisum, Craddick, Hernandez, Hochberg, Junell, Stiles, Williamson,

Wilson
4-17-97
Committee Report (Substituted)

BACKGROUND

The Governor submitted a constitutional proposal to the legislature which provided for the
creation of the Texas School Trust Fund, increased residential homestead exemptions on
maintenance and operations of school districts, and excluded the business activity tax from
Article VIII, section 24 and Article VII, section 3. The Select Committee on Revenue and Public
Education Funding, after extensive examination, developed a plan to provide additional property
tax relief and create a reliable stream of revenue for public education.

PURPOSE

C.S.H.JR. 4 ensures a stable source of revenue for public education and provides property tax
relief by establishing first priority spending for public education; dedicating lottery proceeds;
creating a limited tax on non-residential property; authorizing a franchise tax on business entities
other than sole proprietorships; and allowing portability of the school property tax freeze for the
elderly. The constitutional amendment would be placed on the uniform election date in August,

1997.

RULEMAKING AUTHORITY

Tt is the committee's opinion that this bill does not expressly grant any additional rulemaking
authority to a state officer, department, agency or institution.

SECTION BY SECTION ANALYSIS

SECTION 1. Adds Section 1(b), Article VII, Texas Constitution, to establish the financial
support of elementary and secondary public school education as the first priority among state
spending and appropriations, subject only to constitutional revenue dedications and the payment
of lawfully incurred state debt. Authorizes the legislature by general law, notwithstanding certain
other constitutional restrictions, to fulfill its priority financial support obligations by providing
spending priorities and minimum financial effort including guaranteed draws against undedicated

revenuce.

SECTION 2. Amends Section 1-e, Article VIII, Texas Constitution, to qualify the prohibition on
state ad valorem taxes. Authorizes the legislature to impose a state ad valorem tax for public
school purposes, at a rate not to exceed $1.05 per $100 of taxable value, on nonexempt,
nonresidential property. Authorizes the legislature to provide for appraisal, equalization of value,
and tax collection, and to honor, for purposes of the state tax, abatement agreements on property
entered into by a school district before 1997. Removes obsolete language relating to the
disposition of the balance from the previous state ad valorem tax. Adds a temporary subsection
providing for appraisal at the county level through the end of the 1999 tax year, and validating
such appraisal if the appraisal and equalization process conform to accepted standards and

practices.

SLR C.S.H.J.R. 4 75(R) Page 1 of 3
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SECTION 3. Amends Section 3, Article VII, Texas Constitution, to provide that lottery
proceeds, less prize money and administrative costs, may be spent only for elementary and
secondary public education. Standardizes certain terminology and remove obsolete references to
poll taxes. Revises language to reflect and cross reference the new version of the state ad
valorem tax in SECTION 2. Deletes specification of certain maximum tax rates but allows the
legislature to set a statutory cap on school district ad valorem tax rates. Revises school district
taxation powers to apply to residential property, as such property may be defined by law, for
purposes of maintenance and operations, and also to all otherwise nonexempt property for
purposes of the erection and equipment of school buildings (debt service) if approved by school

district voters.

SECTION 4. Amends Section 1, Article VIII, Texas Constitution, to authorize the legislature to
impose privilege or franchise taxes, measured by income or capital, on businesses entities other
than sole proprietorships. Provides that the prohibition against the application of certain taxes to
municipal corporations does not prohibit the imposition of taxes on a municipal gas, electric, or
water utilities. Adds a temporary provision to provide that the use of income earned income or
receipts after 1997 to measure or apportion a privilege or franchise tax is not prohibited.

SECTION 5. Amends Section 1-b, Article VIII, Texas Constitution, to limit the optional school
district exemption for the elderly and disabled, and the optional school district residence
homestead exemption, to taxes for debt service. Saves previously adopted exemptions,
applicable to both debt service and maintenance and operations, and continues them for debt
service purposes rather than requiring readoption. Authorizes the legislature to provide for the
portability of the tax freeze on residence homesteads of the elderly. Provides that if the tax
imposed on an elderly homeownet's property in 1997 under a lower school district tax rate is less
than the cap previously imposed, the 1997 amount becomes the new cap for that homeowner.
Removes obsolete references to county education districts.

SECTION 6. Amends Section 1-j, Article VIII, Texas Constitution, to provide that the freeport
exemption on certain property does not apply to the state ad valorem tax if the property is located
in a school district that taxes it for the tax year.

SECTION 7. Adds Section 22(d), Article VIII, Texas Constitution, to make a change
conforming to the new constitutional subsection in SECTION 1. Provides that the restriction on
the rate of growth of appropriations from nondedicated revenue does not apply to the
establishment of the financial support of elementary and secondary public school education as
the state's first spending priority.

SECTION 8. Adds Section 24(k), Article VIII, Texas Constitution, to provide that the
restrictions on imposition of a personal income tax does not apply to a privilege or franchise tax
measured by the income of a business entity other than a sole proprietorship.

SECTION 9. Establishes an election date of August 9, 1997, for the constitutional amendment
proposed by the joint resolution. Establishes the ballot language for the amendment proposition.

COMPARISON OF ORIGINAL TO SUBSTITUTE

Both H.J.R. 4 and C.S.H.J.R. 4 propose constitutional amendments providing for local property
tax relief and substituting various forms of state funding for public education purposes.

H.J.R. 4 grants an additional constitutional residential homestead exemption of $20,000 for
school district property taxes for maintenance and operation. The legislature may limit school
district actions to reduce or repeal exemptions, and may provide for the exemption of tangible
personal property held for sale or consumption as inventory. C.S.H.J.R. 4 revises school district
ad valorem taxation powers to apply only to residential property, and authorizes the legislature by
law to set a cap on school district tax rates. It transfers nonresidential property for school
funding purposes to ad valorem taxation by the state, and caps the state rate at $1.05 per $100 of
taxable value. C.S.H.JR. 4 limits certain optional school district exemptions just to taxes for

SLR C.S.H.J.R.475(R) Page 2 of 3




debt service only. Allows portability for over-65 exemption.

H.J.R. 4 creates a Texas School Trust Fund to repay revenue lost by school districts requires
transfers of state revenue to the fund as necessary to make those repayments. It channels to the
trust fund any revenue from taxes on business activities, the revenue from one half-cent of the
state sales and use tax rate, and any other revenue the legislature statutorily deposits or transfers
to the credit of the fund. C.S.H.J.R. 4 does not create the trust fund, but establishes the financial
support of public schools a first priority for state spending, and authorizes the legislature to
provide for a first draw of certain available revenue to support that obligation, notwithstanding
other constitutional provisions. C.S.H.J.R. 4 dedicates lottery revenue to public education
funding and authorizes, in addition to the state ad valorem tax, the imposition by the legislature
of privilege or franchise taxes on business entities other than sole proprietorships. It allows the
taxation of gas, electric, or water utilities of a municipal corporation.

H.JR. 4 clarifies that the constitutional prohibition relating to personal income taxes does not
apply to taxes on business entities, nor do certain constitutional dedications apply. An
established rate of a tax on business activities may not be increased except by a law enacted by
an extraordinary majority of three-fifths of the membership of each house of the legislature.
C.S.H.J.R. 4 clarifies that the constitutional prohibition relating to personal income taxes does
not apply to a privilege or franchise tax measured by income, for entities other than a sole

proprietorship.

Both H.J.R. 4 and C.S.H.J.R. 4 provide for a uniform election date of August, 1997.

SLR C.S.H.J.R. 4 75(R) Page 3 of 3
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WITNESS LIST

HJR 4
HOUSE COMMITTEE REPORT
Revenue & Public Education Funding, Select Committee

February 11, 1997 - 2:00P
On: Craymer Dale (Governor's office)
Hawkins Albert (Governor’s office)
Le Bas James (Governor's office)
Wilson Brian (Governor'’'s office)

February 12, 1997 - 2:00P

On: Daugherty Craig (Comptroller’s Office)
Gonzales Alberto R. (Governor'’s Office)
Hamilton Billy (Comptroller’s Office)
Hawkins Albert (Governor'’'s Office)
Le Bas James (Governor's Office)
Reissig Mike (Comptroller’s Office)
Wilson Brian (Governor'’'s Office)

February 13, 1997 - 2:00P
On: Craymer, Dale (Governor'’s Office)
Hawkins, Albert (Governor's Office)
LeBas, James (Governor’s Office)

February 19, 1997 - 2:00P
For: Allaway, Bill (Tx. Taxpayers AssocC.)
Untermeyer, Chase (Compag Computer Corp.)
Against: Hartman, Eric (TFT)
Hayers, Jannis (TASB)

February 20, 1997 - 12:00P
For: Singhania, Ravi (BASF Corp.)
Against: Lavine, Richard (Center Pub. Pol. Prior.)
Lindell, John (himself)

February 24, 1997 - 5:00P

For: Dickens, Linda (TX Instruments Inc.)
Ritter, Phil (TX Instruments Inc.)
Weekley, Tom (Whalens furniture)

Against: Busby, Dick (Busby Maint. and Conmst.)
Plummer, Jim (Plummer Bros. Supply)

On: Bennett, Tony (Temple-Inland Inc.)
Howden, Robert (Natl. Fed. of Ind. Bus.)
LeBas, James (Governor’s Office)

February 25, 1997 - 2:00P
Against: Apley, Dale (Kmart)
Oon: LeBas, James (Governor's Office)

Luce, Tom (himself, lawyer)




SUMMARY OF COMMITTEE ACTION
HJR 4

February 11, 1997 2:00PM
Considered in public hearing
Testimony taken in committee
Left pending in committee

February 12, 1997 2:00PM
Considered in public hearing
Testimony taken in committee
Left pending in committee

February 13, 1997 11:15AM
Considered in public hearing
Testimony taken in committee
Left pending in committee

February 19, 1997 2:00PM
Considered in public hearing
Testimony taken in committee
Left pending in committee

February 20, 1997 12:00PM
Considered in public hearing
Testimony taken in committee
Left pending in committee

February 24, 1997 5:00PM
Considered in public hearing
Testimony taken in committee
Left pending in committee

February 25, 1997 2:00PM
Considered 1n public hearing
Testimony taken in committee
Left pending in committee

April 16, 1997 9:00AM
Con51dered in formal meeting
Committee substitute considered in committee

Reported favorably as substituted
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By C)\r oddi a/_’ M\&”' o &J_‘:R. Yo _i

Subst%tute the following for E&J.R. No. L& :
By //

A JOINT RESOLUTIONM,-”‘J

constitutional amendment p;agiding financial support
for elementary and secondary public géucation, dedicating revenue
and ‘authorizing priority allocations of certain revenue,
authorizing a state property t?x and certain taxes on entities,
providing property tax reliefgfénd reduced school taxes on
residential property, includ%ﬁ; certain homestead property, and
making implementation and conf%rming amendments.

BE IT RESOLVED BY THEgﬁEGISLATURE OF THE STATE OF TEXAS:

SECTION 1. Section’fi Article VII, Texas Constitution, is
amended to read as follogé:

Sec. 1. (a) Af; general diffusion of knowledge being
essential to the pres%é§ation of the liberties and rights of the
people, it shall qé the duty of the Legislature of the State to
establish and makgj suitable provision for the support and

maintenance of an f&ficient system of public free schools.

(b) The fiﬂancial support of elementary and secondary public

i
school educatiqﬁ shall be the first priority among State spending

and _appropriatibns, subject only to the dedication of revenue

otherwise prgbided by this Constitution and to the payment of

lawfully incfgred State debt, The Legislature, notwithstanding

}’
Sections 6 .and 22 of Article VIII of this Constitution, by general

law may, td‘fulfill its obligations under this subsection, provide

spending  priorities and minimum financial effort, including

guaranteed draws against the revenue of this State not dedicated by

75R10578 JBN-D 1
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this Constitution.

SECTION 2. Section l-e, Article VIII, Texas Constitution, is

amended to read as follows:

Sec. 1l-e. 1. Except as provided by Subsection 2 of this

section, no [Ne] State ad valorem taxes shall be levied upon any

property within this State.

2. Ad valorem taxes may be imposed by the legislature at a

rate not to exceed §$1.05 for each $100 of taxable value for

elementary and secondary public school purposes on property not

subject to taxation for maintenance and operations purposes by a

school district and not otherwise exempted by this constitution or

by the legislature under the authority of this constitution. The

legislature may provide for the appraisal of property subiject to

State ad valorem taxes, for the equalization of the taxable wvalues

of that property, and for the collection of the State ad valorem

taxes imposed on that property [Ati--receipts—-£from-previousiy

authorized-State-ad-vatorem-taxes-that-are-cotiected--on--or~-after
the--effective--date-of-the-1982-amendment~to-this-section-shati-be
deposited--to--the--credit—-cf~--the--generat--fund--of--the--county
cottecting-the-taxes—and--may--be--expended--for--county~-—-purpesess
Receipts-from-taxes—-cotlected-before-that-date-shaii-be-distributed
by---the---iegisiature---ameng--institutions—-eltigibite--to--receive
distributions--under--prior--tawr----Fhese--receipts--and--receipts
distributed-under-prior--taw--may--be--expended--for--the--purpeses
previded--under—-prior-taw-or-for-repair-and-renovation-of-existing
permanent—improvements].

3. The legislature by general law may exempt from ad valorem

75R10578 JBM-D 2
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taxes imposed under Subsection 2 of this section in any tax year

all or a portion of the value of property exempt in that tax vear

from ad valorem taxation by a school district pursuant to a tax

abatement agreement entered into by the school district before

January 1, 1997.

4. State ad valorem taxes shall be assessed on the valuation

of property subject to those taxes as determined by the appraisal

officials in the county in which the property is located. If an

appraisal official uses generally accepted appraisal standards and

practices to appraise property subject to the State ad valorem tax

and the valuation of the property subject to that tax conforms to

or is equalized by the local appraisal review process to conform to

the accepted standards and practices, the assessment of the State

ad valorem tax on that valuation is not invalid. This subsection

expires at the end of the 1999 ad valorem tax year.

SECTION 3. Section 3, Article VII, Texas Constitution, is
amended to read as follows:

Sec. 3. (a) One-fourth of the revenue derived from the
State occupation taxes [and--peii--tax--of--one--detiar-en-every
tnhabitant-of-the--Stater-between-the-ages-eof-twenty-one-and--sixty
years;] shall be set apart annually for the benefit of the public
[£ree] schools; and in addition thereto, there shall be levied and

collected an annual ad valorem State tax as provided by Subsection

2, Section l-e, Article VIII, of this constitution [ef--sueh--an

amount----not--to--exceed--thirty—-£five--cents-—-on--the--ene-hundred
t$106-66)-dottars-vatuation;-as--with--the--avaitabte--sechoot--£fund

arising-from-ati-other-sourcesy-wiiti-be-suffiecient] to maintain and

75R10578 JBM-D 3
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support the public schools of this State. Money received by the

State from the operation of lotteries authorized by Section 47(e),

Article III, of this constitution, less amounts paid for lottery

prizes and administrative costs, may be spent only for elementary

and secondary public education. The [fer-a-peried-—-of-net-tess

than-sixz-menths-in-each-year;-and-i+t-shaii--be--the--duty--of--the]
State Board of Education shall [te] set aside a sufficient amount

of State funds [eut-of-the-said-tax] to provide free text books for

the use of children attending the public [£ree] schools of this
State. If[+--providedy-however;-that-should-the-timit-o£] taxation

and revenue described by this subsection are [herein-named-be]

insufficient, the deficit may be met by appropriation £from the
general funds of the State.

(b) The [and--the] Legislature may [a}se] provide for the
formation of school districts [distriet] by general laws. All[+
and~-at1*] such school districts may embrace parts of two or more

counties. The[7-and-the] Legislature may by general 1law provide

[shati-be-authorized-te-pass-ltaws-for-the-assessment-and-cotitection
ef--taxes-in-ati-said-distriets-and] for tﬁe management and control
of the public [seheei-er] schools of such districts.

(c) Thel[7-whether-such-districts—are-composed--ef--territory
whotiy--within--a--county-—-or-in-parts-ef-two-er-mere-counties;-and

the] Legislature, subject to rate limitations as provided by law,

may provide for school districts to impose [autherize] an

[additionat] ad valorem tax on all residential property as defined

by general 1law [te—-—-be--tevied--and--coltlected-within-ati-scheol

distriets-heretofore-formed-or-hereafter-formed+s] for the further

75R10578 JBM~-D 4
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maintenance and- operations of public [£#ree] schools. The

Legislature may provide for school districts to impose an

additional ad valorem tax on all property not otherwise exempted by

this constitution or by the Legislature under the authority of this

constitution[7--and] for the erection and equipment of school

buildings if [thereins-provided-that] a majority of the qualified
[property--taxpaying] voters of the district voting at an election
to be held for that purpose[+] shall vote such tax [net--te--exceed
in--any--one--year—-one--{+$§+-06y--dotiar-en-the-one-hundred-dotiars
vatuation-of-the-property-subject-to-tazation-in-suech-district;-but
the-iimitation-upon--the--amount--of--secheot--district——-tax—-herein
authorized---shati--not--appiy--te--incorporated--ecities——or--towns
constituting-separate-and--independent--seheot--districts;——nor——te
independent--or--common--schooi--districts~-created--by--generat-or
special-taw].

SECTION 4. Section 1, Article VIII, Texas Constitution, is
amended by amending Subsection (c) and adding Subsection (c-1) to
read as follows:

(c) The Legislature may provide for the taxation of
intangible property and may also impose occupation taxes, both upon
natural persons and upon corporations, other than municipal, doing
any business in this State. Subject to the restrictions of Section
24 of this article, it may also tax incomes of both natural persons

and corporations other than municipal. It may also impose

privilege or franchise taxes measured by the income or taxable

capital of a corporation, partnership, or business entity other

than a sole proprietorship. A sole proprietorship [Persens] engaged

75R10578 JBM-D 5
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in mechanical or [and] agricultural pursuits shall never be

required to pay an occupation tax. This subsection does not

prohibit the imposition of taxes on a gas, electric, or water

utility of a municipal corporation.

(c—=1) The use of income earned or receipts after December

31, 1997, to measure or apportion to this State a privilege or

franchise tax authorized by Subsection (c) of this section is not

prohibited. This section expires January 1, 2000.

SECTION 5. Section 1-b, Article VIII, Texas Constitution, is
amended by amending Subsections (b), (d), and (e) and adding
Subsection (b-1) to read as follows:

(b) The governing body of any county, city, town, [secheel
distriety] or other political subdivision of the State, other than
a school [ecounty-education] district, may exempt by its own action
not less than Three Thousand Dollars ($3,000) of the market value
of residence homesteads of persons, married or unmarried, including
those living alone, who are under a disability for purposes of
payment of disability insurance benefits under Federal 0ld-Age,
Survivors, and Disability Insurance or its successor or of married
or unmarried persons sixty-five (65) years of age or older,

including those living alone, from all ad valorem taxes thereafter

levied by the political subdivision. As an alternative, upon

receip£ of a petition signed by twenty percent (20%) of the voters
who voted in the last preceding election held by the political
subdivision, the governing body of the subdivision shall call an
election to determine by majority vote whether an amount not less

than Three Thousand Dollars ($3,000) as provided in the petition,

75R10578 JBM-D 6
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of the market value of residence homesteads of disabled persons or
of persons sixty-five (65) years of age or over shall be exempt
from ad valorem taxes thereafter levied ~by the political

subdivision. The governing body of a school district or, in [¥n]

the manner provided by this subsection for other political

subdivisions [*aw], the voters of a school [ecounty--education]

district, at an election held for that purpose, may exempt an
amount not less than Three Thousand Dollars ($3,000), as provided
in the petition, of the market value of residence homesteads of
disabled persons or of persons sixty-five (65) years of age or over
from ad valorem taxes thereafter 1levied by the school [eounty

edueation) district for payment of principal and interest on bonds

and similar debt of the school district. An eligible disabled

person who is sixty-five (65) years of age or older may not receive
both exemptions from the same political subdivision in the same
year but may choose either if the subdivision has adopted both.
Where any ad valorem tax has theretofore been pledged for the
payment of any debt, the taxing officers of the political
subdivision shall have authority to continue to levy and collect
the tax against the homestead property at the same rate as the tax
so pledged until the debt is discharged, if the cessation of the
levy would impair the obligation of the contract by which the debt
was created. An exemption adopted under this subsection based on
assessed value is increased, effective January 1, 1979, to an
amount that, when converted to market value, provides the same
reduction in taxes, except that the market value exemption shall be

rounded to the nearest $100.

75R10578 JBM-D 7
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(b-1) The adoption of an exemption by a school district

under Subsection (b) or (e) of this section before the date this

subsection became part of this constitution and in effect on that

date continues to apply to taxation by the school district on or

after that date for the payment of principal and interest on bonds

and similar debt of the school district until the exemption is

increased, decreased, or repealed as otherwise provided.

(d) Except as otherwise provided by this subsection, 1if a
person receives the residence homestead exemption prescribed by
Subsection (c) of this section for homesteads of persons sixty-five
(65) years of age or older, the total amount of ad valorem taxes
imposed on that homestead for general elementary and secondary
public school purposes may not be increased while it remains the
residence homestead of that person or that person's spouse who
receives the exemption. If a person sixty-five (65) years of age
or older dies in a year in which the person received the exemption,
the total amount of ad valorem taxes imposed on the homestead for
general elementary and secondary public school purposes may not be
increased while it remains the residence homestead of that person's
surviving spouse 1if the spouse is fifty-five (55) years of age or
older at the time of the person's death, subject to any exceptions

provided by general law. The legislature, by general law, may

provide for the transfer of all or a proportionate amount of a

limitation provided by this subsection for a person who qualifies

for the limitation and establishes a different residence homestead.

However, taxes otherwise 1limited by this subsection may be

increased to the extent the value of the homestead is increased by

75R10578 JBM-D 8
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improvements other than repairs or improvements made to comply with

governmental requirements and except as may be consistent with the

transfer of a limitation under this subsection. If the total

amount of a school district's taxes imposed in the 1997 tax vyear

for elementary and secondary public school purposes on a residence

homestead subject to a limitation provided by this subsection is

less than the total amount of the school district's taxes on that

residence homestead for those purposes in the first year that the

residence homestead qualified for the limitation, in a subsequent

tax year the total amount of taxes the school district may impose

on the residence homestead for elementary and secondary public

school purposes while it remains the residence homestead of a

person entitled to the limitation may not exceed the amount of the

1997 school district taxes, except as otherwise provided by this

subsection.

(e) The governing body of a political subdivision, other
than a school [eeunty-—edueatien] district, may exempt from ad
valorem taxation a percentage of the market value of the residence
homestead of a married or unmarried adult, including one 1living

alone. The governing body of a school district [Zn-the-manner

provided-by-tawy-the-voters—-of-a-county—-education--distriet--at--an
etection-heitd-for-that-purpose] may exempt from ad valorem taxation

for payment of principal and interest on bonds and similar debt of

the school district a percentage of the market value of the

residence homestead of a married or unmarried adult, including one
living alone. The percentage may not exceed twenty percent.

However, the amount of an exemption authorized pursuant to this

75R10578 JBM-D 9
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subsection may not be less than Five Thousand Dollars ($5,000)
unless the legislature by general law prescribes other monetary
restrictions on the amount of the exemption. An eligible adult is
entitled to receive other applicable exemptions provided by law.
Where ad valorem tax has previously been pledged for the payment of
debt, the governing body of a political subdivision may continue to
levy and collect the tax against the value of the homesteads
exempted under this subsection until the debt is discharged if the
cessation of the levy would impair the obligation of the contract
by which the debt was created. The legislature by general law may
prescribe procedures for the administration of residence homestead
exemptions.

SECTION 6. Section 1-j, Article VIII, Texas Constitution, is
amended by amending Subsection (a) ahd adding Subsection (a-1) to
read as follows:

(a) Except as provided by Subsections (a-1) and (b) of this

section, to [Pe] promote economic development in this [the] State,

goods, wares, merchandise, other tangible personal property, and
ores, other than o0il, natural gas, and other petroleum products,
are exempt from ad valorem taxation if:

(1) the property is acquired in or imported into this
State to be forwarded outside this State, whether or not the
intention to forward the property outside this State is formed or
the destination to which the property is forwarded is specified
when the property is acquired in or imported into this State;

(2) the property is detained in this State for

assembling, storing, manufacturing, processing, or fabricating

75R10578 JBM-D 10
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purposes by the person who acquired or imported the property; and

(3) the property is transported outside of this State
not later than 175 days after the date the person acquired or
imported the property in this State.

(a-~1) Property described by Subsection (a) of this section

is not exempt from ad valorem taxes imposed under Section 1-e oOf

this article if the property is located in a school district that

for the tax year taxes the property.

SECTION 7. Section 22, Article VIII, Texas Constitution, is
amended by adding Subsection (d) to read as follows:

(d) Subsection (a) of this section does not apply to

appropriations to the extent made in furtherance of the powers

authorized by Section 1(b), Article VII, of this constitution.

SECTION 8. Section 24, Article VIII, Texas Constitution, is
amended by adding Subsection (k) to read as follows:

(k) This section does not apply to a privilege or franchise

tax measured by the income of a corporation, partnership, or other

entity, other than a sole proprietorship.

SECTION 9. This proposed constitutional amendment shall be
submitted to the voters at an election to be held August 9, 1997.
The ' ballot shall be printed to permit voting for or against the
proposition: "The constitutional amendment authorizing changes in
law to reduce local property taxes and increase the state's share
of public education funding, including the dedication of lottery
revenue to the public schools, authorization of a 1limited state
property tax on nonresidential property, authorization of a

privilege or franchise tax on the income and capital of business

75R10578 JBM-D 11



organizations other than sole proprietorships, providing for the
transfer to a different homestead of the school property tax freeze
on homesteads of the elderly, and establishment of public schools

as the first priority of state spending."
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FLOOR AMENDMENT NO. _@

A

Amend H.J.R. No. 4 as follows:

(1) On page 3, line 5, after "January 1, 1997" and before
the period add ", or in a reinvestment zone created by municipal

ordinance on or before April 1, 1997, for

which a municipal tax
abatement agreement is entered into before July 1, 1997".

(2)

On page 6, strike line 5 and substitute "(c-1)

The use
after December 31, 1997,

of income earned from and

receipts of
business activity on or before December".
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To: Frank Battle From: Martin Cherry Wed 23 Apr 1§97 11:10:33 Page: 1 %

N i 1
AMENDMENT NO. @_ BY Qf \ (/[(/

Amend the Craddick amendment toé—éf‘_’ J.R. No. 4 as follows:

Strike lines 6 - 8 of the amendment and substitute the
following:
*(2) On page 6 of J.R. No. 4, strike lines 5 and 6

and substitute the following: ‘{e-1) The use of income
e ed o ceipt ecember 3 6 O__measure

apportion to this State a jvilege or’ ~*.

Chief Clerk
House of Representatives
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hief Clerk @
Ho

of Representatives
Amend C.S.H.J.R. No. 4 by adding a SECTION to read as follows,

and renumbering existing SECTIONS appropriately:

SECTION ___ . Article III, Texas Constitution, is amended by
adding Section 3la to read as follows:

ec, 31la a The legislature b eneral law may create a

Texas Grace Commission to study state agencies, institutions, and

programs_ in the executive department of state government and
recommend that certain of those agencies, institutions, or programs
be_abolished or reduced to a specified size or otherwise modified
to make them more cost-effective,

(b) Notwithstanding Sections 1, 11, and 31 of this article,

the legislature must accept or reiject, but mav not amend, each

substantive recommendation presented to the legislature by the

commission.

(c) This section is repealed on September 1, 1999.




4 2, line 1), and substitute the following:
5 T fi ial o f mentar and _secondar
6 ucation 1 i in iori
7 1 h A i rr X
8 otherwise provided by this COnstitution or general law,
9 (2) In SECTION 7, strike added subsection (d) to Section 22,
10 Article VIII, Texas Constitution (page 11, 1lines 11-13), and
11 substitute the following:
12 {d) Subsection (a) of this section does not applv, for the
13 iennium i A a iat]
14 d m_th un f th r in revenu ar h
15 n in the law Bi 4 t he 75th
16 i r n 7 bs n

17

Y

AMENDMENT NO
Amend CSHJR No. 4 as follows:
(1) In SECTION 1, strike added subsection (b) to section 1,
lines 16-24, through page

Article VII, Texas Constitution (page 1,

A
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C.S.H.J.R. No. 47 4o veid ac ﬁ//o’WS‘;

Amend C.S.H.J.R. No. 4 as follows:

(1) In SECTION 1, strike added Subsection (b) of Section 1,
Article VII, Texas Constitution (page 1, lines 16-24, through page
2, line 1), and substitute the following:

(b) The financial support of elementary and secondary public

School education shall be the first priority among State spending

and appropriations, subject only to the dedication of revenue

otherwise provided by this Constitution and to the payment of

lawfully incurred State debt.

(2) In SECTION 7, strike added Subsection (d) of Section 22,
Article VIII, Texas Constitution (page 11, 1lines 11-13), and
substitute the following:

(d) Subsection (a) of this section does not apply, for the

biennium ending August 31, 2001, to appropriations to the extent

made from the amount of the increase in revenue as a result of the

changes in the law made by House Bill 4, Acts of the 75th

Legislature, Regular Session, 1997. This subsection expires

September 1, 2001.
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FLOOR AMENDMENT NO. @ BY 6/2015&/04«{

Amend C.S.H.J.R. No. 4 as follows:
(1) Strike page 1, lines 16-24, and page 2, 1line 1, and
substitute the following:

{(b) The financial support of elementary and secondary

education shall be the first priority among State spending and

appropriations, subject only to the dedication of revenue otherwise

provided by this Constitution and to the payment of lawfully

incurred State debt. The Legislature, notwithstanding Sections 6

and 22 of Article VIII of this Constitution, by general law may, to

fulfill its obligations under this subsection, provide spending

priorities and minimum financial effort, including quaranteed draws

against the revenue of this State not dedicated by this

Constitution.

(2) Strike page 2, lines 7-26 and substitute the following:

2. Ad valorem taxes may be imposed by the legislature at a

rate not to exceed $1.05 for each $100 of taxable wvalue for

elementary and secondary education purposes on property not subject

to taxation for maintenance and operations purposes by a school

district and not otherwise exempted by this constitution or by the

legislature under the authority of this constitution. The

legislature may provide for the appraisal of property subject to

State ad valorem taxes, for the equalization of the taxable values

of that property, and for the collection of the State ad valorem

taxes imposed on that property [Ai}—-receipts-from—previousiy
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authorized—State-ad-vaiorem—taxes—that—are—co}}ected——on——or——after
the——eEfective—-date—of-the—}982—amendmént-to—this—section—shaii—be
deposited——to——the-—credit-—of——the——generai——fund——of——the~-county
co}iecting—the—taxes—and——may——be--expended-—Eor——county——purposes:
Receipts—Ercm—taxes—coi}ected—before—that-date—shaii—be—distributed
by———the---}egis}ature———among——instituticns——eiigibie-—to——receive
distributions—-under——prior——iaw:———Those——receipts-—and———receipts
distributed——under-—prior-—iaw-—may—-be--expended——for—the—purposes
prcvided—under-prior-iaw—or—for-repair-and-renovation—-of——existing
permanent-improvements].

(3) Strike page 3, lines 18-27, and page 4, lines 1-13, and
substitute the following:

Sec. 3. (a) One-fourth of the revenue derived from the
State occupation taxes [and-—poii--tax--of—-one——doiiar—on—every
inhabitant—cf—the--stater—between—the—ages—cf—twenty-ene—and—-sixty
years7] shall be set apart annually for the benefit of the public
free schools; and in addition thereto, there shall be levied and

collected an annual ad valorem State tax as provided by Subsection

2, Section 1-e, Article VIII, of this constitution [0f--auneh--an

amount-—-not——to-—exceed———-thirty—five-—cents-—cn——the—one—hundred
fsieere67—doiiars-va}aation7—as—-with——the—-avaiiabie——schoei——fund
arising—from-ai}-other—sourcesr-wii}—be—sufficient] to maintain and

support the public schools of this State. Money received by the

State from the operation of lotteries authorized by Section 47(e),

Article III, of this constitution, less amounts paid for lottery

prizes and administrative costs, may be spent only for elementary

and secondary education. The (for-a-period--of-not-less—-than--aix

75R12700 CAG-D 2
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months--in-—each—year7-and-it—shaii-be-the—duty—of-the] State Board

of Education shall [to] set aside a sufficient amount of State

funds [out-of-the—said-tax] to provide free text books for the use
of children attending the public free schools of this State. If[+

provided7-—however7-that-shouid-the—i&mit-of] taxation and revenue

described by this subsection are [herein--named--be] insufficient,

the deficit may be met by appropriation from the general funds of
the State.

(4) Strike page 4, lines 21-27, and page 5, lines 1-15, and
substitute the following:

(c) The[7--whether—-such-districts—are-composed—of—territory
whciiy—within-a—county-or—in—parts-of-two—-or——mcre——countie37——and

the] Legislature, subject to rate limitations as provided by law,

may provide for school districts to impose [authorize) an

[additieonat] ad valorem tax on all residential property as defined

by general law [to——be——ievied——and-—co}}ected——within~—aii——schooi

districta—-heretcfare~—fcrmed—or—heteafter—formed7] for the further

maintenance and operations of public free schools. The Legislature

may provide for school districts to impose an additional ad valorem

tax on all property not otherwise exempted by this constitution or

by the Legislature under the authority of this constitution[s-and]

for the erection and equipment of school buildings if [therein:
provided--that] a majority of the qualified [property—taxpaying]
voters of the district voting at an election to be held for that
purpose(7] shall wvote such tax [not—to—exceed—in—any—one—year-cne
f$%769i—doiiar—on-the-one-hundred-doiiars—vaiuation-of—the—propetty

snbject—to-taxatien—in—auch—districtr-but-the-iimitation——upon-—the

75R12700 CAG-D 3



amcunt—-of—schooi-district—tax—herein-authorized-shaii—not-appiy-to
incorporated—cities-or—towns—constituting-separate—and—-independent
schooi——districts7—-nor——to—-independent—or—common—schooi—districts

created-by-generai-or-speciai-iaw].

75R12700 CAG-D 4
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Chiet Clerk
House of Representatives

read 4 g
Amend C.S.H.J.R. No. 4 as follows:

(1)
itute the following:

Strike page 1, lines 16-24, and page 2,

and

he financial support of element secondary

\\\\be‘the first priority ameﬁﬁ//;;ate

education shall spending and

appropriations, su;;zzb\qnly to tne/ﬂgazgétion of revenue otherwise
provided by this Consti n_and
incurred State debt.,/Tg;/LegisI;EGre, notwithstanding Sections 6
and 22 of Articlé/;;II of this Consti;:;?bn( by general law may, to

this subsecti

to the payment of lawfully

provide spending

‘;:E}anteed draws

dedicated

fulfill i obligations under

priori£{g; and minimum financial effort, including

by this

, 4

ainst the revenue of this State not

Constitution.
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92Q Strike page 2, lines 7-26 and substitute the following:
AR

2. Ad

valorem taxes may be imposed by the legislature at a

rate not to exceed $1.05 for

each $100 of taxable -value for

wb [re Free <o

elementary and secondary

[
purposes on property not subject

to taxation for maintenance

and operations purposes by a school

district and not otherwise exempted by this constitution or by

the

legislature under the

authority of

this constitution. The

legislature may provide for the

appraisal of property subject to

\
Staté\‘éa_ﬁéibrem\taxes, for th

e equalization of the taxable values

of that property, and for the collection of the State ad

valorem

taxes imposed on that prope

rty [Aii¥¥feceipts-from-previousiy
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authorized—State-ad—v&iotem—taxes-that-are-co}}ected-—cn—-or——after
the—-effgctive——date—of-the-iQBE—amendment-te—th&s-section—shaii—be
deposited——to-—the——credit—-of--the—-generai--fund--of-—the-—county
cottecting-the-taxes-and--may--be--expended--for--county--purposess
Receipts-from-taxes-coiiected-before—that—date—shaii-be-distributed
by——-the---}egisiature—--amehg—-énstitntions——eiigibie——to——receive
distributions—-under--prior—-taws---Fhose--receipts--and---receipts
distributed-—-under—-prior--taw--may--be--expended--for-the-purposes
provided—under—prior-}aw—or—for—repair—and—renovation——of-—existing
permanent-improvements].

F%{ Strike page 3, lines 18-27, and page 4, lines 1-13, and
substitute the following:

Sec. 3. (a) One-fourth of the revenue derived from the
State occupation taxes [and--poii--tax--of--one--doiiar-on-every
inhabitant-of-the--State;-between-the-ages-of-twenty-one-and--sixty
years;] shall be set apart annually for the benefit of the public
free schools; and in addition thereto, there shall be levied and

collected an annual ad valorem State tax as provided by Subsection

2, Section 1-e, Article VIII, of this constitution [of~~suech-—an

amount—--not--to--exceed---—-thirty-five--cents--on--the-one-hundred
f$}69766}—doi}ars—vaiuation7—as-—wéth-—the-—avaéiabie-—schooi——fund
arising-from-ati-other-sources;-witi-be-sufficient] to maintain and

support the public schools of this State. Money received by the

Article III, of this constitution, less améﬁhf§/ paid for lottery

prizes and administrative costs, may be spent only for elementary

and secondary, céuwestsns., The [for-a-period--of-not-itess--than--six

(Fblic Free schailyy

75R1270¢ CAG-D 2
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menths—-in--each-yeary-and-it-shati-be-the-duty-of-the] State Board
of Education shall [te] set aside a sufficient amount of State
funds [out-of-the-said-tax] to provide free text books for the use
of children attending the public free schools of this State, If(+

provided;-—however;-that-shoutd-the-timit-of] taxation and revenue

described by this subsection are [herein--named--be] insufficient,

the deficit may be met by appropriation from the general funds of

the State.
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HOUSE OF REPRESENTATIVES

AMENDMENT NO BY

Amend C.S.H.J.R. 4 as follows:
On page 2, line 1, insert the following after the period:

"(c) It is the policy of this state that the provision of

ubli ducation is a state responsibility and that a_thorough and

efficient svystem be provided and substantially financed through

state revenue sources so that each student enroclled in the public

school svstem shall have access to prodgrams and services that are

appropriate to the student's educational needs and that are

substantially equal to those available to any sgimilar student,

notwithstanding varving local economic factors.

(d) The public school finance system of this state shall

adhere to a standard of neutralitv that provides for substantially

equal access to similar revenue per student at similar tax effort,

considering all state and local tax revenues of districts after

acknowledging all legitimate student and district cost

differences.".
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FLOOR AMENDMENT NO.@

Amend C.S.H.J.R. No. 4 on page 3, between lines 15 and 16, by

inserting the following:

reinvestment zone to finance the development or redevelopment of

propertyv in the zone if the zone was designated before Januarv 1.

1997,
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Hﬂg 4
by Hochberg on page 1, lines

6 and 7, by striking "January 1., 1997" and substituting “February
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Amend C.S.H.J.R. 4 as follows:

On page 2, between lines 1 and 2, insert the following:

m f lem
nd i u ion n rj
n e n
and services,
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%and the Luna amendment to C.S.H.J.R No. 4 by striking lines

———

3-8 and substituting the following:
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FLOOR AMENDMENT NO @ BY__HMM_

Amend C.S.H.J.R. No. 4 as follows:

23, strike ", subject to rate

(1) On page 4, line

limitations as provided by law,".

(2) On page 5, line 1, between "schools." and "The", insert
the following:

The Legislature may provide rate limitations by law, except that a

school district may not impose a tax for maintenance and operations

greater than 70 cents on the $100 valuation of taxable

at a rate
district

property unless a majority of the qualified voters of the

held for that purpose after September 1,

voting at an election

1997, approve the tax and may not impose a tax for maintenance and

operations at a rate greater than 80 cents on the $100 valuation of

taxable property.

13534434 40 35n0H

]
1

€20 14 12 44 L6

S3ALLVLY

75R12739 ESH-D




ADOPTED

APR 2 31997
L

W (ardero
Qﬁlaf Clerk

Hoh?f Representatives

Y

FLOOR AMENDMENT NO

Amend Floor Amendment No. . by Wohlgemuth, yby striking
lines 8-13 of the amendment and substituting “at a rate greater

than $1.05 on the $100 valuation of taxable propertv."”
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FLOOR AMENDMENT NO BYNM. %

7

Amend C.S.H.J.R. No. 4 as follows:

(1) Add a new section, appropriately numbered, to read as
follows:

SECTION . Section 1, Article VIII, Texas Constitution,
is amended by adding Subsection (i) to read as follows:

(1) Notwithstanding Subsections (a) and (b) of this section,

the Legislature by general law may limit the appraised value of

residence homesteads for ad valorem tax purposes to provide tax

relief from the effects of increases in the market value of

residence homesteads. A limitation on appraised values authorized

by this subsection:

(1) takes effect as to a residence homestead on the

later of the effective date of the law imposing the limitation or

January 1 of the first tax year the owner qualifies the property

for an exemption under Section 1-b of this article; and

(2) expires on January 1 of the first tax year that

neither the owner of the property when the limitation took effect,

the owner's spouse or surviving spouse, nor a minor child of the

owner qualifies for an exemption under Section 1-b.

(2) Strike SECTION 9 of the resolution and substitute the
following:

SECTION 9. This proposed constitutional a&endment shall be
submitted to the voters at an election to be held August 9, 1997.

The ballot shall be printed to permit voting for or against the

75R12409 JD-D 1
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proposition: "The constitutional amendment authorizing changes in
law to reduce 1local property taxes, 1limit values of residence
homesteads for property tax purposes, and increase the state's
share of public education funding, including the dedication of
lottery revenue to the public schools, authorization of a 1limited
state property tax on nonresidential property, authorization of a
privilege or franchise tax on the income and capital of business
organizations other than sole proprietorships, providing for the
transfer to a different homestead of the school property tax freeze
on homesteads of the elderly, and establishment of public schools
as the first priority of state spending."

(3) Renumber SECTIONS of the resolution appropriately.

75R12409 JD-D 2
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CCHIR Y o read ac Fllows:

Amendg SECTION 4, of C.S.H.J.R. 4, by adding Subsection (i)

and (j) to read as follows:

(i) Notwithstanding Subsectjons (a) and (b} of this section.

the Legislature by general Jlaw Mmay 1imit the maximum annual

increase in the appraised value of residence homesteads for ad

valorem tax purposes in order to provide tax relief from the

effects of rapid increases in the market value of residence

homesteads. A limjitation on appraisal increases authorized by this

subsection:

(1) takes effect as to a resjidence homestead on_ the

later of the effective date of the law imposing the limitation or

January 1 of the tax vear following the fifst tax vear the owpner

qualifies the property for an exemption under Section 1-b of this

article: and

(2) expires on January 1 of the first tax vear that

-

neither tﬁe owner_of the-nrooertv when the limitation took effect,

the owner's spouse oOr surviving spouse, nor a minor child of the

owner cqualifies for an exemption under Section 1-b,

(§) Notwithstanding subsections (a) and (b) of this section,

the Legislature bv general law may 1imit the frequency with which

increases in the appraised value of real propertvy for ad valorem

tax purposes may be recognized.
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BY 8055@:

FLOOR AMENDMENT

Amend C.S.H.J.R. No. 4 as follows:

(1) On page 6, strike lines 12-14 and substitute the

following:
(b) The governing body of any county, city, town, school

district, or other political subdivision of the State[;—other—tiem

a—county education districts] may exempt by its own action

(2) On page 7, strike 1lines 4-13 and substitute the

following:

» . . R (- 1 . . | 1 P o Nl -
subdivision. [frrthemanmmerprovIided DY taw, cle VOTEers oL & COoulcy

3 — 1.2 " ] - - P L T 1. B -1 P, B -
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county—educatiomrdistrict] . An eligible disabled

(3) On page 8, strike lines 1-7.

(4) On page 9, strike lines 16-26 and substitute the
following:

(e) The governing body of a political subdivision [s—otirer

may exempt from ad valorem

— - 3 — 2. o I
Lilddidl (=9 COUILY T CaTIUILL UAlSULL LU, ]

taxation a percentage of the market value of the residence

homestead of a married or unmarried adult, including one living

2 . | - W ad dne
alone. [frmamoﬂdedﬁy—M, tiTe—voTers UL a COoOuIlrcy

3 > 3 - 2 s - a P LT . . Al .
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fromad—vatoremtaxatiomra—percentageof—themarket—vatueof—the
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Amend C.S.H.J.R. No. 4 as follows:

(1) On page 6, strike lines 9-27, strike page 7, and on page
8, strike lines 1-7 and substitute the following: .

SECTION 5. Section 1-b(d), Article VIII, Texas Constitution,
is amended to read as follows:

(2) On page 9, strike lines 16-27 and on page 10, strike

lines 1-12,

$3§12998 JBN—‘E 1
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FLOOR AMENDMENT NO BY /2. L_Qs__..

Amend C.S.H.J.R. No. 4, by adding a new section, appropriately

numbered, to read as follows, and renumbering subsequent sections
appropriately:

SECTION ____. Article VIII, Texas Constitution, is amended by
adding Section 1-m to read as follows:

Sec, 1-m. The legislature by gepneral law mav provide that the

owner of property consisting of a separate interest in o0il or qas.

including condensate and liquified pRetroleum gas, and from which

0il or gas is produced. in liey of ad valorem taxes on the

property, may elect to pay a gross wellhead receipts tax., The law

must permit an annual election bv the owner of the propertv for

ravment of the gross receipts tax. The receipts from a agross

xeceipts tax imposed under the authority of this section shall be

used in the same manner and for the same purpose as receipts from

ad valorem taxes. This section does not affect the imposition and

use of revenue from gross receipts taxes pot imposed under the

authority of this section.

78R |z478 <ID-D
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FLOOR AMENDMENT N@ BY%SQN

D R

Amend C.S.H.J.R. No. 4 by adding the following appropriately
numbered section to read as follows:

SECTION __. Article VIII, Texas Constitution, is amended by
adding Section 1l-m to read as follows:

Sec, 1-m. The legislature by general law may make river

authorities that sell electricity or water or sewer services

Jedi ; bli e legis] £
] {1 which tl : be i L and 1 ] 1]
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FLOOR AMENDMENT N BY

Amend the Moffat amendment to C.S.H.J.R. No. 4 by striking lines 3 through 10 and

substitue the following:

SECTION 1. Article VIII of the Texas Constitution is amended by adding Section 1-m to

read as follows:

Sec. 1-m. The legislature by oeneral law may make a river authority that owns or

operates one or more steam cenerating plants subject to a franchise tax. The legislature

may impose such franchise taxes only upon that portion of the authority’s business that is

directly related to the generation, transmission, or distribution of electricity, and at a rate that is

not in excess of the rate imposed upon similarly situated private entities engaged in the electric

business.
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Amend C.S.H.J.R. No.4 as follows:

On page 11, line 18, insert "business" before the word "entity"

s (dex
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Amend C.S.H.J.R. No.4 as follows:

+Avable_

On page 11, line 18, insert/tbusiness" before the word "entity"
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1:]Lpdo‘4-
Amend C.S.H.B~ as follows: J
Add a new Sechion o The resolotion do ree
beTtweer—Sec—32 3t —and 33 2—ef—the—piit—fcommittee—printing
as folloews

’

SECTION . Sec. 2.31 to read as follows:

(10) Each appraisal district shall send the following written

notice to each residential property owner:

Members of the 75th Session of the Texas Legislature have

passed legislation that will significantly lower vour school

district property taxes for 1998, If your property taxes are being

paid by a mortgage companv, vou should contact that mortgage \
/

company to advise them of this decrease in taxes. They will theﬁ/

adiust vour escrow account accordingly for tax vear 1998. If vou

pay vour property taxes, vour school district property tax bill

will be significantly less for tax vear 1998. The tax bills that

reflect this decrease will be mailed in October 1998 and will be

based on the value of vour property less any exemptions you may

qualify for as of January 1, 1998. If vou have any dguestions

concerning the value of vour propertv or qualifications for any

exemptions, please contact vour local appraisal district. If vou

have anv questions concerning vour tax bill, please contact the

office that collects these fees.
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FLOOR AMENDMENT NO.

Bmend the Marchant-Stiles amendment] by striking all of the
text of the amendment and substituting the following:

Amend C.S.H.J.R. No. 4 by adding the following new section to
the resolution and renumbering subsequent sections appropriately:

SECTION __ . Article VIII, Texas Constitution, is amended
by adding Section 1-b-3 to read as follows:

Sec. 1-b-3. NOTICE OF PROPERTY TAX REDUCTION. (a) Not

later than October 1, 1997, the chief appraiser of each appraisal

district in this state shall send to each owner of a residence

homestead in the appraisal district the following written notice:

NOTICE OF PROPERTY TAX DECREASE

Members of the 75th Texas Legislature, Reqular Session, 1997,

have enacted legislation that will significantly reduce your school

district property taxes for 1997 and subsequent years when compared

to your 1996 school taxes. The first tax bill reflecting this

reduction of your school district property taxes should be mailed

before October 1, 1997. Questions concerning your tax bill should

be directed to the local tax collector.

The amount of your school district property taxes for 1997 is

based on the value of your home on January 1, 1997, and any

residence homestead exemptions for which vyou qualify in 1997.

Questions concerning the appraised value of vyour home or about

residence  homestead exemptions should be directed to the appraisal

district for your county.




If the property taxes on your home are paid by an entity that

holds a mortgage on your home, you should inform the entity that

holds the mortgage of the reduction in the property taxes on your

home for 1997. If an escrow account is maintained in connection

with the mortgage on your home, the entity that holds that mortgage

will adjust the amounts that vyou are required to pay into your

escrow account for 1998 property taxes.

(b) This section expires December 31, 1998.

75R12907 JD-F 2
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AMENDMENT NO.

BY
,f'
Amends C.S.H. as £

1 Wﬂ \reselotion /
2 insert a new Sec 2.55vas follows and renumber the i

3 accordingly:

4 Every mortgage loan servicer shall provide to the borrower a

5 copy of the following written notice no later than September 30,

6 1997; |

7 NOTICE OF PROPERTY TAX DECREASE: Because of the action taken

8 by the 75th Legislature ant the Constitutional amendment approved R
9 bv the voters, there will be a substantial decrease in the

10 residential property tax rates beginning in 1998, If vour monthi;)
11 mortgage pavment includes taxes, the property tax decrease sho?
12 result in a decreage in the amount pecessSary to be paid ;ntb th
13 escrow account. This decrease will be taken into account when we

14 provide vou the Annual Escrow Account Statement required by federal
15 law and the Egtice of the change in vour mortgage pavment. If vou
16 have anv‘auéstions abouﬁ vour mortgage pavment after vou receive
17 the Annual Escrow Statement, vou can contact us (address and

18 Telephone number of lender).
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ADOPTED

APR 73 1897

Mc\

Chi

House of Represematwes
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Bmend the Marchant-Stiles amendment/by striking all of the

text of the amendment and substituting the following:
Amend C.S.H.J.R. No. 4 by adding the following new section to
the resolution and renumbering subsequent sections appropriately:
SECTION __ . Article VIII, Texas Constitution, is amended
by adding Section 1-b-2 to read as follows:

Sec. 1-b-2. NOTICE OF PROPERTY TAX DECREASE. (a) If, on

September 1, 1997, an escrow account is required to be maintained

in connection with a loan secured by a mortgage in real property

consisting of a single place of residence from which ad valorem

taxes are paid, whether the residence is a separate structure or a

residential wunit within a multiple-unit structure, the person who

controls the account, before October 1, 1997, shall deliver to the

person who pays money into the account the following notice:

NOTICE OF PROPERTY TAX DECREASE

Because of actions taken by the 75th Texas Legislature,

Reqular Session, 1997, and approval by the voters of the

constitutional amendment providing property tax relief to owners of

residential property, in 1997 and subsequent years there will be a

substantial decrease in the tax rates of school districts on

residential property in this state. If your periodic mortgage

payment includes an amount for the payment of property taxes, the

decrease in the tax rate of your school district should result in a

decrease in the amount vyou are required to pay into your escrow

75R128 1




account. The decrease will be taken into account when your next

annual escrow account statement required by federal law is prepared

by (name of entity that controls escrow account). After you

receive that escrow account statement, if you have any questions

concerning the amount of vyour mortgage payments, you may direct

them to (name of entity that controls escrow account) at (address

and telephone number of entity).

(b) This section expires December 31, 1998.

75R12889 JD-F 2
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Amend the Luna amendment to C.S.H.J.R No. 4 by striking lines

FLOOR AMENDMENT

3-8 and substituting the following:
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AMENDMENT NO. é;u1h£ﬂ1“’ BY

Chig#Clerk 7’
House epresentatives

Amend C.S.H.J.R. No. 4 as follows:

Beginning on page 11, line 26, and ending on page 12, line 1,
strike "a privilege or franchise tax on the income and capital of
business organizations other than sole proprietorships," and

substitute "an income tax on partnerships,".

5%,,%%
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FLOOR AMENDMENT NO 4 BY é&( 54 (,ﬂ z

Amend the Shields ballot proposition amendment to CSHJR 4 to read
as follows:

Strike the ballot proposition and substitute the following: ®The
constitutional amendment authorizing changes in law to reduce local
property taxes and increase the state's share of public education
funding, including:

(1) dedication of lottery revenue to public schools;

(2) authorizing a limited state property tax on nonresidential
property;

(3) authorizing a privilege or franchise tax on the income and
capital of business organizations other that sole proprietorships;

(4) providing for the transfer to a different homestead of the
school property tax freeze on homesteads of the elderly;

(5) providing a cap on the maintenance and operations tax rate for
schools;

(6) authorizing the 1legislature to 1limit the frequency of
appraisals and increases in value of residence homesteads for property
tax purposes;

(7) providing for the creation of a commission to study and make
recommendations on efficiency in state government;

(8) providing an equity standard for the public school finance
system;

(9) providing for alternative taxation of separate interests in
0il and gas;

(10) authorizing a franchise tax on certain river authorities

_géﬁéfatiag~e;ectrici§1iugpd )

(11} establishing public schools as the first priority in state

spending and preserving the level of state funding of public schools."
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By Craddick, Junell H.J.R. No. 4

A JOINT RESOLUTION

proposing a constitutional amendment providing £financial support
for elementary and secondary public education, dedicating revenue
and authorizing priority allocations of certain revenue,
authorizing a state property tax and certain taxes on entities,
providing property tax relief and reduced school taxes on
residential property, including certain homestead property, and
making implementation and conforming amendments.

BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF TEXAS:

SECTION 1. Section 1, Article VII, Texas Constitution, is
amended to read as follows:

Sec. 1. (a) A general diffusion of knowledge being
essential to the preservation of the liberties and rights of the
people, it shall be the duty of the Legislature of the State to
establish and make suitable provision for the support and
maintenance of an efficient system of public free schools.

(b) The financial support of elementary and secondary public

school education shall be the first priority among State spending

and appropriations, subject only to the dedication of revenue

otherwise provided by this Constitution and to the payment of

lawfully incurred State debt.

(c) It is the policy of this State that the provision of

public education is a state responsibility and that a thorough and

efficient system be provided and substantially financed through

State revenue sources so that each student enrolled in the public
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school system shall have access to programs and services that are

appropriate to the student's educational needs and that are

substantially equal to those available to any similar student,

notwithstanding varying local economic factors.

(d) The public school finance system of this State shall

adhere to a standard of neutrality that'provides for substantially

equal access to similar revenue per student at similar tax effort,

considering all State and local tax revenues of districts after

acknowledging all legitimate student and district cost differences.

(e) The Legislature may not appropriate, for any biennium,

an amount of State funds for the maintenance and operation of

public schools and for the erection and equipment of public school

buildings that is less than the amount appropriated for those

purposes in the prior biennium, adjusted for student population

growth.
SECTION 2. Section 1-e, Article VIII, Texas Constitution, is

amended to read as follows:

Sec. 1l-e. 1. Except as provided by Subsection 2 of this

section, no [Ne] State ad valorem taxes shall be 1levied upon any

property within this State.

2. Ad valorem taxes may be imposed by the legislature at a

rate not to exceed $1.05 for each $100 of taxable value for

elementary and secondary public free schools purposes on property

not subject to taxation for maintenance and operations purposes by

a school district and not otherwise exempted by this constitution

or by the legislature under the authority of this constitution.

The legislature may provide for the appraisal of property subiject
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to State ad valorem taxes, for the equalization of the taxable

values of that property, and for the collection of the State ad

valorem taxes imposed on that property [At3--receipts———£rem

previeusiy——autherized—State—aé—va}erem—éaxes—that-are—ceiieeted—cn
or-after——the-effective-date-of-the-1982-amendment-to-this--seetion
shai}—-be—depesited—te—fhe-credit—ef—the—genera}—funé—ef—the—eéuﬁty
cei}ecting-the—taxes—and——may——be——expended——for—-ceunéy—-purposeé:
Receipts-from-taxes-cottected-before-that-date-shali-be-distributed
by---the---tegistature—--ameng--institutions--etigibte—-te--receive
distributions--under--prior--taws-—--Fhose--receipts-—-and---receipts
distributed--under—-prior--taw--may--be--expended--for-the-purpeses
provided-under-prior-taw-or-for-repair-and-renovation-—ef--existing
permanent-improvements].

3. The legislature by general law may exempt from ad valorem

taxes imposed under Subsection 2 of this section in any tax year

all or a portion of the value of property exempt in that tax vear

from ad valorem taxation by a school district pursuant to a tax

abatement agreement entered into by the school district before

January 1, 1997, or in a reinvestment zone created by municipal

ordinance on or before April 1, 1997, for which a municipal tax

abatement agreement is entered into before July 1, 1997.

4. State ad valorem taxes shall be assessed on the valuation

of property subject to those taxes as determined by the appraisal

officials in the county in which the property is 1located. If an

appraisal official uses generally accepted appraisal standards and

practices to appraise property subject to the State ad valorem tax

and the valuation of the property subject to that tax conforms to
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or is equalized by the local appraisal review process to conform to

the accepted standards and practices, the assessment of the State

ad valorem tax on that valuation is not invalid. This subsection

expires at the end of the 1999 ad valorem tax year.

5. The legislature by general law may authorize the State to

use increases in ad valorem tax revenues imposed on property in a

reinvestment zone to finance the development or redevelopment of

property in the zone if the zone was designated before February 1,

1997, or if a reinvestment zone existing on that date was expanded

before June 30, 1997, to include the site for a public school.

SECTION 3. Section 3, Article VII, Texas Constitution, is
amended to read as follows:

Sec. 3. (a) One-fourth of the revenue derived from the
State occupation taxes [and--peii--tax--of--ene--dotiar--en--every
inhabitant—-of-the--State;-between-the-ages—-ef-twenty—one—and-sixty
yearsy] shall be set apart annually for the benefit of the public
free schools; and in addition thereto, there shall be levied and

collected an annual ad valorem State tax as provided by Subsection

2, Section 1-e, Article VIII, of this constitution [ef-sueh-an

ameunt——net-to——exceed———-thirty-five-—-ecents--on-—-the—-oene——hundred
+$106-060)-—-dettars--valtuatieny-—as—-with--the-avaitabte-sechooi-£fund
arising-from-ati-other-seurecesy-witi-be-suffictent] to maintain and

support the public schools of this State. Money received by the

State from the operation of lotteries authorized by Section 47(e),

Article 1III, of this constitution, less amounts paid for lottery

prizes and administrative costs, may be spent only for elementary

and secondary public free schools. The [fer-a-peried--ef-net-iess
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than-six-months-in-each-year;-and-it-shati—-be--the--duty-—-of--the]
State Board of Education shall [te] set aside a sufficient amount

of State funds [eut-eof-the-said-tax] to provide frée text books for

the use of children attending the public free schools of this
State. . If[s-previded;-however;-that-shouitd-the-1timit-of] taxation

and revenue described by this subsection are [herein--named——be]

insufficient, the deficit may be met by appropriation from the
general funds of the State.

(b) The [and-the] Legislature may [alse] provide for the
formation of school districts [distriet] by general laws. All(s

and-att] such school districts may embrace parts of two or more

counties. The[ y—-and--the] Legislature may by general law provide

[shaii-be-aunthorized-to-pass-iaws-for-the-assessment-and-cotiection
of-taxes-in-ati-said-districts—and] for the management and control
of the public [seheeit-er] schools of such districts.

(c) Thel[7--whether--such-districts—are-composed-of-territory
whotty-within-a-county-or-in-parts-of-two--or—--more--countiesy;——and

the] Legislature may provide for school districts to impose

[avthorize] an [additienat] ad valorem tax on all residential

property as defined by general law [te--be--levied--and--ecetiected

within-alti-scheot-districts-heretefore-formed-or-hereafter—formeds ]

for the further maintenance and operations of public free schools.

The Legislature may provide rate limitations by law, except that a

school district may not impose a tax for maintenance and operations

at a rate greater than $1.05 on the $100 valuation of taxable

property. The Legislature may provide for school districts to

impose an additional ad valorem tax on all property not otherwise
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exempted by this constitution or by the Legislature under the

authority of this constitution[7--ard] for the erection and

equipment of school buildings if [therein;--previded—-that] a
majority of the qualified [preperty--taxzpaying] voters of the
district voting at an election to be held for that purpose[7] shall
vote such tax [net-to-exceed-in-any-ene-year-one—-t$it+686jy-doitar-on
the-one-hundred--dotiars—-vatuation--ef--the-—property--subjeet--te
taxation--in--such--distriet;-but-the-timitation-upon-the-ameunt-of
sehoot--district——-tax--herein--auvthorized--shati---not--—-appty---te
incorporated-—cities-or-towns-constituting-separate-and-independent
school-districtsr—nor—to-independent--or—-—common--schooi--districts
ereated-by-generai-or-speciat-taw].

SECTION 4. Section 1, Article VIII, Texas Constitution, is
amended by amending Subsection (c) and adding Subsections (c-1),
(i), and (j) to read as follows:

(c) The Legislature may provide for the taxation of
intangible property and may also impose occupation taxes, both upon
natural persons and upon corporations, other than municipal, doing
any business in this State. Subject to the restrictions of Section
24 of this article, it may also tax incomes of both natural personé

and corporations other than municipal. It may also impose

privilege or franchise taxes measured by the income or taxable

capital of a corporation, partnership, or business entity other

_than a sole proprietorship. A sole proprietorship [Persens] engaged

in mechanical or [amd] agricultural pursuits shall never be

required to pay an occupation tax. This subsection does not

prohibit the imposition of taxes on a gas, electric, or water
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utility of a municipal corporation.

(c-1) The use of income earned or receipts after December

31, 1996, to measure or apportion to this State a privilege or

franchise tax authorized by Subsection (c) of this section is not

prohibited. This section expires January 1, 2000.

(i) Notwithstanding Subsections (a) and (b) of this section,

the Legislature by general law may limit the maximum annual

increase in the appraised value of residence homesteads for ad

valorem tax purposes in order to provide tax relief from the

effects of rapid increases in the market value of residence

homesteads. A limitation on appraisal increases authorized by this

subsection:

(1) takes effect as to a residence homestead on the

later of the effective date of the law imposing the limitation or

January 1 of the tax year following the first tax vyear the owner

qualifies the property for an exemption under Section 1-b of this

article; and

(2) expires on January 1 of the first tax vyear that

neither - the owner of the property when the limitation took effect,

the owner's spouse or surviving spouse, nor a minor child of the

owner qualifies for an exemption under Section 1-b.

(j) Notwithstanding Subsections (a) and (b) of this section,

the Legislature by general law may limit the freguency with which

increases in the appraised value of real property for ad valorem

tax purposes may be recognized.

SECTION 5. Section 1-b(d), Article VIII, Texas Constitution,

is amended to read as follows:
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(d) Except as otherwise provided by this subsection, if a
person receives the residence homestead exemption prescribed by
Subsection (c¢) of this section for homesteads of persons sixty-five
(65) years of age or older, the total amount of ad valorem taxes
imposed on that homestead for general elementary and secondary
public school purposes may not be increased while it remains the
residence homestead of that person or that person's spouse who
receives the exemption. If a person sixty-five (65) years of age
or older dies in a year in which the person received the exemption,
the total amount of ad valorem taxes imposed on the homestead for
general elementary and secondary public school purposes may not be
increased while it remains the residence homestead of that person's
surviving spouse if the spouse is fifty-five (55) years of age or
older at the time of the person's death, subject to any exceptions

provided by general law. The legislature, by general law, may

provide for the transfer of all or a proportionate amount of a

limitation provided by this subsection for a person who qualifies

for the limitation and establishes a different residence homestead.

However, taxes otherwise 1limited by this subsection may be
increased to the extent the value of the homestead is increased by

improvements other than repairs or improvements made to comply with

governmental requirements and except as may be consistent with the

transfer of a limitation wunder this subsection. If the total

amount of a school district's taxes imposed in the 1997 tax year

for elementary and secondary public school purposes on a residence

homestead subject to a limitation provided by this subsection'is

less than the total amount of the school district's taxes on that
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residence homestead for those purposes in the first year that the

residence homestead qualified for the limitation, in a subsequent

tax vyear the total amount of'taxes the school district may impose

on the residence homestead for elementary and secondary public

school purposes while it remains the residence homestead of a

person entitled to the limitation may not exceed the amount of the

1997 school district taxes, except as otherwise provided by this

subsection.

SECTION 6. Article VIII, Texas Constitution, is amended by
adding Section 1-b-2 to read as follows:

Sec. 1-b-2. NOTICE OF PROPERTY TAX DECREASE. (a) If, on

September 1, 1997, an escrow account is required to be maintained

in connection with a loan secured by a mortgage in real property

consisting of a single place of residence from which ad valorem

taxes are paid, whether the residence is a separate structure or a

residential unit within a multiple-unit structure, the person who

'controls the account, before October 1, 1997, shall deliver to the

person who pays money into the account the following notice:

NOTICE OF PROPERTY TAX DECREASE

Because of actions taken by the 75th Texas Legislature,

Regular Session, 1997, and approval by the voters of the

constitutional amendment providing property tax relief to owners of

residential property, in 1997 and subsequent years there will be a

substantial decrease in the tax rates of school districts on

residential property in this state. If vyour periodic mortgage

payment includes an amount for the payment of property taxes, the

decrease in the tax rate of your school district should result in a
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decrease in the amount you are required to pay into your escrow

account. The decrease will be taken into account when your next

annual escrow account statement required by federal law is prepared

by (name of entity that controls escrow account). After vyou

receive that escrow account statement, if you have any questions

concerning the amount of your mortgage payments, you may direct

them to (name of entity that controls escrow account) at (address

and telephone number of entity).

(b) This section expires December 31, 1998.

SECTION 7. Article VIII, Texas Constitution, is amended by
adding Section 1-b-3 to read as follows:

Sec. 1-b-3., NOTICE OF PROPERTY TAX REDUCTION. (a) Not

later than October 1, 1997, the chief appraiser of each appraisal

district in this state shall send to each owner of a residence

homestead in the appraisal district the following written notice:

NOTICE OF PROPERTY TAX DECREASE

Members of the 75th Texas Legislature, Regular Session, 1997,

have enacted legislation that will significantly reduce your school

district property taxes for 1997 and subsequent years when compared

to your 1996 school taxes. The first tax bill reflecting this

reduction of your school district property taxes should be mailed

before October 1, 1997. OQuestions concerning your tax bill should

be directed té the local tax collector.

The amount of your school district property taxes for 1997 is

based on the value of vyour home on January 1, 1997, and any

residence homestead exemptions for which vyou qualify in 1997.

Questions c¢oncerning the appraised value of your home or about

10
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residence homestead exemptions should be directed to the appraisal

district for your county.

If the property taxes on your home are paid by an entity that

holds a mortgage on your home, you should inform the entity that

holds the mortgage of the reduction in the property taxes on your

home for 1997. If an escrow account is maintained in connection

with the mortgage on your home, the entity that holds that mortgage

will adjust the amounts that you are required to pay into your

escrow account for 1998 property taxes.

(b) This section expires December 31, 1998.

SECTION 8. Section 1-j, Article VIII, Texas Constitution, is
amended by amending Subsection (a) and adding Subsection (a-1) to
read as follows:

(a) Except as provided by Subsections (a-1) and (b) of this

section, to [Pe] promote economic development in this [the] State,

goods, wares, merchandise, other tangible personal property, and
ores, other than o0il, natural gas, and other petroleum products,
are exempt from ad valorem taxation if:

(1) the property is acquired in or imported into this
State to be forwarded outside this State, whether or not the
intention to forward the property outside this State is formed or
the destination to which the property is forwarded is specified
when the property is acquired in or imported into this State;

(2) the property is detained in this State for
assembling, storing, manufacturing, processing, or fabricating
purposes by the person who acquired or imported the property; and

(3) the property is transported outside of this State

11
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not later than 175 days after the date the person acquired or
imported the property in this State.

(a-1) Property described by Subsection (a) of this section

is not exempt from ad valorem taxes imposed under Section 1l-e of

this article if the property is located in a school district that

for the tax year taxes the property.

SECTION 9. Article VIII, Texas Constitution, is amended by
adding Section 1-m to read as follows:

Sec. 1-m. The 1legislature by general law may provide that

the owner of property consisting of a separate interest in o0il or

gas, including condensate and liquefied petroleum gas, and from

which 0il or gas is produced, in lieu of ad valorem taxes on the

property, may elect to pay a gqross wellhead receipts tax. The law

must permit an annual election by the owner of the property for

payment of the gross receipts tax. The receipts from a gross

receipts tax imposed under the authority of this section shall be

used in the same manner and for the same purpose as receipts from

ad valorem taxes. This section does not affect the imposition and

use of revenue from gross receipts taxes not imposed under the

authority of this section.

SECTION 10. Article VIII, Texas Constitution, is amended by
adding Section 1-n to read as follows:

Sec. 1-n. The legislature by general law may make a river

authority that owns or operates one or more steam generating plants

subject to a franchise tax. The legislature may impose such

franchise taxes only upon that portion of the authority's business

that is directly related to the generation, transmission, or

12
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distribution of electricity, and at a rate that is not in excess of

the rate imposed upon similarly situated private entities engaged

in the electric business.

SECTION 11. Section 22, Article VIII, Texas Constitution, is
amended by adding Subsection (d) to read as follows:

(d) Subsection (a) of this section does not apply, for the

biennium ending August 31, 2001, to appropriations to the extent

made from the amount of the increase in revenue as a result of the

changes in the 1law made by House Bill 4, Acts of the 75th

Legislature, Regular Session, 1997. This subsection expires

September 1, 2001.

SECTION 12. Section 24, Article VIII, Texas Constitution, is
amended by adding Subsection (k) to read as follows:

(k) This section does not apply to a privilege or franchise

tax measured by the income of a corporation, partnership, or other

taxable business entity, other than a sole proprietorship.

SECTION 13, Article III, Texas Constitution, is amended by
adding Section 3la to read as follows:

Sec. 3la. (a) The legislature by general law may create a

Texas Grace Commission to study state agencies, institutions, and

programs in the executive department of state government and

recommend that certain of those agencies, institutions, or programs

be abolished or reduced to a specified size or otherwise modified

to make them more cost-effective.

(b) Notwithstanding Sections 1, 11, and 31 of this article,

the legislature must accept or reject, but may not amend, each

substantive recommendation presented to the legislature by the

13
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commission.

(c) This section is repealed on September 1, 1999.

SECTION 14. This proposed constitutional amendment shall be
submitted to the voters at an election to be held August 9, 1997.
The ballot shall be printed to permit voting for or against the
proposition: The constitutional amendment authorizing changes in
law to reduce local property taxes and increase the state's share
of public education funding, including:

(1) dedication of lottery revenue to public schools;

(2) authorizing a limited state propérty tax on
nonresidential property;

(3) authorizing a privilege or franchise tax on the
income and capital of business organizations other than sole
proprietorships;

(4) providing for the transfer to a different
homestead of the school property tax freeze on homesteads of the
elderly;

(5) providing a cap on the maintenance and operations
tax rate for schools;

(6) authorizing the legislature to limit the frequency
of appraisals and increases in value of residence homesteads for
property tax purposes;

(7) providing for the creation of a commission to
study and make recommendations on efficiency in state government;

(8) providing an equity standard for the public school
finance system;

(9) providing for alternative taxation of separate

14
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interests in oil and gas;
(10) authorizing a franchise tax on certain river
authorities generating electricity; and
(11) establishing public schools as the first priority
in state spending and preserving the 1level of state funding of

public schools.
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By: Craddick, Junell H.J.R. No. 4
(Senate Sponsor - Armbrister, Bivins)
(In the Senate - Received from the House April 24, 1997;
April 24, 1997, read first time and referred to Select Committee on
Tax Reform and Public School Finance; May 8, 1997, reported
adversely, with favorable Committee Substitute by the following
vote: Yeas 10, Nays 1; May 8, 1997, sent to printer.)

COMMITTEE SUBSTITUTE FOR H.J.R. No. 4 By: Armbrister, Bivins
HOUSE JOINT RESOLUTION

proposing a constitutional amendment providing for certain priority
and minimum funding for public schools, dedicating certain lottery
proceeds to public education, authorizing certain taxes on
entities, authorizing the creation of a commission to study
efficiency in state government, and providing for transfer or
further reduction of a limitation of school tax on homesteads of
the elderly.

BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF TEXAS:

SECTION 1. Article 1III, Texas Constitution, is amended by
adding Section 3la to read as follows:

Sec. 3la. (a) The legislature by general law may create a
Texas Grace Commission to study state agencies, institutions, and
programs in the executive department of state government and
recommend that certain of those agencies, institutions, or programs
be abolished or reduced to a specified size or otherwise modified
to make them more cost effective.

(b) Notwithstanding Sections 1, 11, and 31 of this article,
the legislature must accept or reject, but may not amend, each
substantive recommendation presented to the 1legislature by the
commission.

(c) This section expires on September 1, 1999.

SECTION 2. Section 47, Article III, Texas Constitution, is
amended by adding Subsection (f) to read as follows:

(£) Money received by the State from the operation of
lotteries, 1less amounts paid for lottery prizes and administrative
costs, may be spent only as provided by general 1law for public
education.

SECTION 3. Section 1, Article VII, Texas Constitution, is
amended to read as follows:

Sec. 1. (a) A general diffusion of knowledge being
essential to the preservation of the liberties and rights of the
people, it shall be the duty of the Legislature of the State to
establish and make suitable provision for the support and
maintenance of an efficient system of public free schools.

(b) The financial support of elementary and secondary public
school education shall be the first priority among State spending
and appropriations, subject only to the dedication of revenue
otherwise provided by this Constitution and to the payment of
lawfully incurred State debt.

(c) The Legislature may not appropriate, for any biennium,
an amount of State funds for the maintenance and operation of
public schools and for the erection and equipment of public school
buildings that is less than the amount appropriated for those
purposes in the prior biennium, adjusted for student population
growth and inflation in the cost of educational goods and services.

SECTION 4. Section 1, Article VIII, Texas Constitution, is
amended by amending Subsection (c) and adding Subsection (c-1) to
read as follows:

(c) The Legislature may provide for the taxation of
intangible property and may also impose occupation taxes, both upon
natural persons and upon corporations, other than municipal, doing
any business in this State. Subject to the restrictions of Section
24 of this article, it may also tax incomes of both natural persons
and corporations other than municipal. It may also impose
privilege or franchise taxes measured by the 1income or taxable
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capital of a corporation, partnership, or other business entity

other than a sole proprietorship. A sole proprietorship [Persens]

engaged in mechanical or [anrd] agricultural pursuits shall never be
required to pay an occupation tax.

(c-1) The use of income earned or receipts after December
31, 1996, to measure or apportion to this State a privilege or
franchise tax authorized by Subsection (c) of this section is not
prohibited. This subsection expires January 1, 2000.

SECTION 5. Section 1-b(d), Article VIII, Texas Constitution,
is amended to read as follows:

(d) Except as otherwise provided by this subsection, if a
person receives the residence homestead exemption prescribed by
Subsection (c) of this section for homesteads of persons sixty-five
(65) years of age or older, the total amount of ad valorem taxes
imposed on that homestead for general elementary and secondary
public school purposes may not be increased while it remains the
residence homestead of that person or that person's spouse who
receives the exemption. If a person sixty-five (65) years of age
or older dies in a year in which the person received the exemption,
the total amount of ad valorem taxes imposed on the homestead for
general elementary and secondary public school purposes may not be
increased while it remains the residence homestead of that person's
surviving spouse if the spouse is fifty-five (55) years of age or
older at the time of the person's death, subject to any exceptions
provided by general law. The legislature, by general law, may
provide for the transfer of all or a proportionate amount of a
limitation provided by this subsection for a person who qualifies
for the limitation and subsequently establishes a different
residence homestead. However, taxes otherwise 1limited by this
subsection may be increased to the extent the wvalue of the
homestead is increased by improvements other than repairs or
improvements made to comply with governmental requirements and
except as may be consistent with the transfer of a limitation
under this subsection. If the total amount of a school district's
taxes imposed in the 1997 tax year for elementary and secondary
public school purposes on a residence homestead subject to a
limitation provided by this subsection is less than the total
amount of the school district's taxes on that residence homestead
for those purposes in the first year that the residence homestead
qualified for the limitation, in a subsequent tax year the total
amount of taxes the school district may impose on the residence
homestead for elementary and secondary public school purposes while
it remains the residence homestead of a person entitled to the
limitation may not exceed the amount of the 1997 school district
taxes, except as otherwise provided by this subsection.

SECTION 6. Section 24, Article VIII, Texas Constitution, is
amended by adding Subsection (k) to read as follows:

(k) This section does not apply to a privilege or franchise
tax measured by the income of a corporation, partnership, or other
business entity, other than a sole proprietorship.

SECTION 7. This proposed constitutional amendment shall be
submitted to the voters at an election to be held August 9, 1997.
The ballot shall be printed to permit voting for or against the
proposition: "The constitutional amendment to dedicate lottery
revenue for public education, authorize a privilege or franchise
tax on the income and capital of business organizations other than
sole proprietorships, provide for the transfer to a different
homestead of the school property tax freeze on homesteads of the
elderly and the adjustment of the tax freeze for certain
homesteads, provide for the creation of a commission to study and
make recommendations on efficiency in state government, and
establish public schools as the first priority in state spending
and preserve the level of state funding of public schools."
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FAVORABLY AS SUBSTITUTED
SENATE COMMITTEE REPORT ON

SB SCR SJR SR HB };CR@ 7[

By

(Author/Senate Sponsor)

5-2-97

(date)

Sir:
We, your Committee on Tax Reform & Public School Finance | o which was referred the attached measure,
have on 5/5/ 77 5/6/ 77 ¥ 5/7/%/’7 , had the same under consideration and I am instructed to report it

(date of hearing)
back with the recommendation (s) that it:

MO pass as substituted, and be printed
() the caption remained the same as original measure
() the caption changed with adoption of the substitute

() do pass as substituted, and be ordered not printed

() and is recommended for placement on the Local and Uncontested Bills Calendar.

A fiscal note was requested. Uyes () no
A revised fiscal note was requested. @r¥es () no
An actuarial analysis was requested. () yes @rfo
Considered by subcommittee. () yes @rTo

The measure was reported from Committee by the following vote:

NAY ABSENT PNV

YEA
Senator Armbrister, Chairman v
Senator Bivins, Vice-Chairman L~
Senator Barrientos -
Senator Carona “—
‘/
a—
L
—
i
—

Senator Duncan
Senator Ellis
Senator Fraser
Senator Harris
Senator Luna
Senator Nixon
Senator Shapiro

TOTAL VOTES [ / 0 V2

COMMIT]
Considered in public hearing ,
Testimony taken

COWIT’I‘WJﬂERK CHAIRMAN

Paper clip the original and one copy of this signed form to the original bill along with TWO copies of the Committee Substitute
Retain one copy of this form for Committee files




BILL ANALYSIS

Senate Research Center Senate Committee Substitute H.J.R. 4
By: Craddick, Junell (Armbrister. Bivins)

Tax Reform & Public School Finance

5-7-97

Committee Report (Substituted)

DIGEST

Recently, the Governor submitted a constitutional proposal to the legislature which provided for the
creation of the Texas School Trust Fund. increased residential homestead exemptions on
maintenance and operations of school districts, and excluded the business activity tax from Article
VIII, Section 24 and Article VIL Section 3 of the Texas Constitution. The Senate Select Commuittee
on Tax Reform and Public School Finance developed a plan to provide additional property tax relief
and create a reliable stream of public revenue for public education. This legislation provides for a
constitutional amendment providing for certain priority and minimum funding for public schools.
dedicating certain lottery proceeds to public education. authorizing certain taxes on entities.
authorizing the creation of a Texas Grace Commission to study efficiency in state government, and
establishing the transfer or further reduction of a limitation of school tax on homesteads of the
elderly.

PURPOSE

As proposed, S.C.S.H.J.R. 4 requires the submission to the voters of a constitutional amendment
providing for certain priority and minimum funding for public schools, dedicating certain lottery
proceeds to public education, authorizing certain taxes on entities, authorizing the creation of a
Texas Grace Commission to study efficiency in state government, and providing for transfer or
further reduction of a limitation ot school tax on homesteads of the elderly.

RULEMAKING AUTHORITY

This bill does not grant any additional rulemaking authority to a state officer, institution, or agency.

SECTION BY SECTION ANALYSIS

SECTION 1. Amends Article I1I, Texas Constitution, by adding Section 31a, as follows:

Sec. 31a. Authorizes the legislature by general law to create a Texas Grace Commission
(commission) to study state agencies, institutions, and programs in the executive department
of state government and recommend that certain of those entities or programs be abolished
or reduced to make them more cost effective. Requires the legislature, notwithstanding
Sections 1, 11, and 31 of this article, to accept or reject, but may not amend, each substantive
recommendation presented to the legislature by the commission. Provides that this section
expires on September 1, 1999. '

SECTION 2. Amends Section 47, Article III, Texas Constitution, byvadding Subsection (f), to
authorize money received by the state from the operation of lotteries, less amounts paid for lottery
prizes and administrative costs, to be spent only as provided by general law for public education.

SECTION 3. Amends Section 1, Article VII, Texas Constitution, to require the financial support
of elementary and secondary public school education to be the first priority among state spending
and appropriations, subject only to the dedication of revenue otherwise provided by this C onstitution
and to the payment of lawfully incurred state debt. Prohibits the legislature from appropriating. for
any biennium, an amount of state funds for the maintenance and operation of public schools and for
the erection and equipment of public school buildings that is less than the amount appropriated for
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those purposes in the prior biennium. adjusted for student population growth and inflation in the cost
of educational goods and services.

SECTION 4. Amends Section 1, Article VIII. Texas Constitution, by amending Subsection (c), and
adding Subsection (c-1), as follows:

(c) Authorizes the legislature to impose privilege or franchise taxes measured by the income
or taxable capital of a corporation, partnership, or other business entity, other than a sole
proprietorship.  Provides that a sole proprietorship, rather than persons, engaged in
mechanical or agricultural pursuits shall never be required to pay an occupation tax.

(c-1) Establishes that the use of income earned or receipts after December 31, 1996, to
measure or apportion to this state a privilege or franchise tax authorized by Subsection (c)
of this section is not prohibited. Provides that this subsection expires January 1, 2000.

SECTION 5. Amends Section 1-b(d), Article VIII, Texas Constitution, to authorize the legislature.
by general law, to provide for the transfer of all or a proportionate amount of a limitation provided
by this subsection for a person who qualifies for the limitation and subsequently establishes a
different residence homestead. Establishes that if the total amount of a school district's taxes
imposed in the 1997 tax year for elementary and secondary public school purposes on a residence
homestead subject to a limitation is less than the total amount of the school's district taxes on that
residence homestead in the first vear that the residence homestead qualified for the limitation, in a
subsequent tax year. the total amount of taxes the school district may impose on the residence
homestead while it remains the residence homestead of a person entitled to the limitation may not
exceed the amount of the 1997 school district taxes. except as otherwise provided by this subsection.
Makes conforming changes.

SECTION 6. Amends Section 24, Article VII1, Texas Constitution. by adding Subsection (k). to
provide that this section does not apply to a privilege or franchise tax measured by the income of a
corporation, partnership. or other business entity. other than a sole proprietorship.

SECTION 7. Requires this proposed constitutional amendment to be submitted to the voters at an
election to be held August 9. 1997. Sets forth the required language of the ballot.

SUMMARY OF COMMITTEE CHANGES

Amendment 1: (Luna)

Regarding school finance: States that it is the policy of this state to provide for a thorough
and efficient system of public education. Requires equal access to programs.

Amendment 2: (Luna)
Regarding school finance: Makes the financial support of elementary and secondary public
education the first priority among state spending and appropriations, subject only to
constitutional dedications of revenue.

Amendment 3: (Shapiro)

Regarding the Texas Grace Commission: Authorizes the legislature to create a Texas Grace
Commission to study efficiency in state government.

Amendment 4: (Luna)
Regarding school finance: Prohibits the legislature from appropriating in any biennium. an
amount of money for the maintenance and operation of public schools and for new facilities

and equipment that is less than the amount appropriated in the prior biennium, adjusted for
population growth and inflation.

SRC C.S.H.J.R. 4 75(R) Page 2 of 3




Amendment 5: (Carona)

Regarding property tax: Provides for the exemption of motor vehicles leased for personal
use from property taxcs.

Amendment 6: (Armbrister)

Regarding franchise tax: Repeals subsection regarding the use of receipts after December
31. 1996 for franchise tax calculation purposes only, instead of entire Franchise Tax section.

SRC C.S.H.J.R. 4 75(R) Page 3 of 3



LEGISLATIVE BUDGET BOARD
Austin, Texas

FISCAL NOTE
75th Regular Session

May 7, 1997

To: Honorable Kenneth Armbrister, Chair IN RE: House Joint Resolution
Committee on Tax Reform & Public School No. 4, Committee Report
Finance 2nd House, Substituted
Senate By: Craddick
Austin, Texas

From: John Keel, Director

In responsc to your request for a Fiscal Note on HIR4 (proposing a constitutional amendment
dedicating lottery proceeds to public education, authorizing certain taxes on entities, and
providing for the transfer or further reduction of a limitation of school tax on homesteads of the
elderly.) this office has determined the following:

Biennial Net Impact to General Revenue Funds by HJR4-Committee Report 2nd House, l

Substituted ‘
The fiscal implication to the State and units of local government would depend on the enabling
legislation. The effects of the Senate Committee Substitute for House Joint Resolution 4 are
included in the fiscal note for the Senate Committee Substitute for House Bill 4.

The cost to the state for publication of the resolution is $71,000.

The resolution would propose a constitutional amendment which, if adopted, would do the
following:

(1) allow the Legislature to establish a commission that would make recommendations regarding
abolition or modification of executive agencies, the recommendations to be accepted or rejected
by the Legislature without amendment.

(2) dedicate net lottery revenue to elementary and secondary public education;

(3) provide that support of elementary and secondary public education is the first priority for
State spending; and prohibit the Legislature from appropriating less for public schools in a
biennium than in the prior biennium as adjusted for student population growth and inflation in
the cost of educational goods and services;

(4) authorize the Legislature to impose a franchise or privilege tax measured by income or
taxable capital on corporations, partnerships, and business entities other than sole
proprietorships; and allow income earned after December 31, 1996 to measure or apportion the
franchise tax;

(5) allow the Legislature to provide for the transfer of the sixty-five or over tax freeze to a
different homestead and set the freeze level at the lower of the current freeze level and the

amount of 1997 school district taxes; and

(6) exempt a franchise or privilege tax, other than one imposed on a sole proprietor, from the
Article VIII, Section 24, requirements relating to the imposition of a net income tax.

The proposed amendment would be submitted to the voters on August 9, 1997.




The fiscal implication to the State and units of local government would depend on the enabling
legislation.

The cost to the state for publication of the resolution is $71,000.

Source: Agencies: 302 Office of the Attomey General
307 Secretary of State
304 Comptroller of Public Accounts
LBB Staff: JK, BR, RS



LEGISLATIVE BUDGET BOARD
Austin, Texas

FISCAL NOTE
75th Regular Session

April 28, 1997

To: Honorable Kenneth Armbrister, Chair IN RE: House Joint Resolution
Committee on Tax Reform & Public No. 4, As Engrossed
School Finance By: Craddick/et al.
Senate

Austin, Texas

From: John Keel, Director

In response to your request for a Fiscal Note on HJR4 (proposing a constitutional amendment
providing financial support for elementary and secondary public education, dedicating revenue
and authorizing priority allocations of certain revenue, authorizing a state property tax and
certain taxes on entities, providing property tax relief and reduced school taxes on residential
property, including certain homestead property. and making implementation and conforming
amendments.) this office has determined the following:

Biennial Net Impact to General Revenue Funds by HJR4-As Engrossed
The fiscal implication would depend on the enabling legislation. The effects of House Joint
Resolution 4, as engrossed, are included in the fiscal note on the Engrossed version of House

Bill 4.

The cost to the State for publication of the resolution is $71,000.
The resolution proposes a constitutional amendment which, if adopted, would do the
following:

(1) provide that support of elementary and secondary public education is the first priority for
State spending;

(2) establish a constitutional equity standard for public school funding;

(3) prohibit the Legislature from appropriating less per student for public schools in a
biennium than in the prior biennium.

(4) authorize the Legislature to impose a state property tax not to exceed $1.05 per $100 of
valuation on non-residential property and dedicated the tax for of elementary and secondary
public schools;

(5) allow the Legislature to exempt, from the state property tax, property exempt from
school district maintenance and operation taxes under an abatement granted before January 1,
1997 or in a reinvestment zone created by municipal ordinance before April 1, 1997 for
which an abatement agreement is entered into before July 1, 1997.

(6) dedicate net lottery revenue to elementary and secondary public education;

(7) exempt non-residential property from school district maintenance and operation taxes;

(8) authorize the Legislature to impose a franchise or privilege tax measured by income or
taxable capital on corporations, partnerships, and business entities other than sole



proprietorships;

(9) authorize the Legislature to limit increases in appraised value of homesteads and limit the
frequency of appraisals;

(10) allow the Legislature to provide for the transfer of the sixty-five or over tax freeze to a
different homestead and set the freeze level at the lower of the current freeze level and the
amount of 1997 school district taxes;

(11) require the notification of homeowners of the property tax decrease granted by the
Seventy-fifth Legislature and require notification related to the effects of the tax reduction on

mortgage escrow payments;

(12) provide that freeport property currently taxed by school districts is subject to the state
property tax;

(13) allow the Legislature to provide for payment of a gross receipts tax on oil and natural
gas in lieu of property taxes;

(14) allow the Legislature impose a franchise tax on river authority electric business;

(15) exclude revenue resulting from House Bill 4 from the Article VIII, Section 22,
appropriations limit for the 1998-99 and 2000-01 biennia;

(16) exempt a franchise or privilege tax, other than one imposed on a sole proprietor, from
the Article VII1, Section 24, requirements relating to the imposition of a net income tax.

(17) allow the Legislature to establish a commission that would make recommendations
regarding abolition or modification of executive agencies. the recommendations to be

accepted or rejected by the Legislature without amendment.

The proposed amendment would be submitted to the voters on August 9.1997.

Source: Agencies: 304 Comptroller of Public Accounts

LBB Staff: JK, RR, RS, BR




LEGISLATIVE BUDGET BOARD
Austin, Texas

FISCAL NOTE
75th Regular Session

April 17, 1997

To: Honorable Paul Sadler, Chair IN RE: House Joint Resolution
Committee on Revenue and Public Education No. 4, Committee Report
Funding 1st House, Substituted
House ' By: Craddick

Austin, Texas

From: John Keel, Director

In response to your request for a Fiscal Note on HJR4 (proposing a constitutional amendment to
provide school ad valorem tax relief and replacement revenue for school districts.) this office has
determined the following:

__Substituted

The fiscal implication would depend on the enabling legislation. The Committee Substitute for
House Bill 4 estimates the effects of the Committee Substitute for House Joint Resolution 4 and
are included in the fiscal note on Committee Substitute for House Bill 4.

The cost to the state for publication of the resolution is $71,000.

The resolution proposes a constitutional amendment which, if adopted, would do the
following:

(1) authorize the Legislature, by general law, to provide first priority or guaranteed
draws on State revenue for the financial support for elementary and secondary public
education;

(2) exempt appropriations for elementary and secondary public schools from the
2-year limit on the duration of appropriations and from the Article VIII, Section 22,




limit on the growth of certain appropriations

(3) authorize the Legislature to impose a state property tax not to exceed $1.05 per
$100 of valuation on non-residential property and dedicated the tax for of elementary
and secondary public schools;

(4) allow the Legislature to exempt, from the state property tax, property currently
exempt form school district maintenance and operation taxes under an abatement

granted before January 1, 1997,
(5) dedicate net lottery revenue to elementary and secondary public education;

(6) exempt non-residential property from school district maintenance and operation
taxes;

(7) authorize the Legislature to impose a franchise or privilege tax on corporations,
partnerships, and business entities other than sole proprietorships and exempt
franchise and privilege taxes from Article VIII, Section 24 provisions related to the
prohibition and disposition of a net personal income tax;

(8) allow the Legislature to provide for the transfer of the sixty-five or over tax freeze
to a different homestead and to set the freeze level at the lower of the current freeze
level and the amount of 1997 schools district taxes;

(9) repeal local option percentage homestead exemptions for school district
maintenance and operations taxes; and

(10) provide that freeport property currently taxed by school districts is not exempt
from the state property tax.

The proposed amendment would be submitted to the voters on August 9, 1997.

Source: Agencies: 302 Office of the Attorney General

304 Comptroller of Public Accounts

LBB Staff: JK, BR, RS




LEGISLATIVE BUDGET BOARD
Austin, Texas

FISCAL NOTE
75th Regular Session

February 14, 1997

To: Honorable Paul Sadler, Chair IN RE: House Joint Resolution
Committee on Revenue and Public Education No. 4
Funding By: Craddick/et al.
House

Austin, Texas

From: John Keel, Director

In response to your request for a Fiscal Note on HJR4 (Proposing a constitutional amendment to
provide a school property tax cut, create the Texas School Trust Fund, authorize the replacement
of certain taxes, and dedicate certain revenue for primary and secondary public) this office has
determined the following:

Biéq-niéi Né_tf'im;_)act i(_) General Revenue Funds by HIR4-As Introduced

Implementing the provisions of the bill would result in a net negative impact of
$(1,600,357,000) to General Revenue Related Funds through the biennium ending August 31,

1999.

The resolution would make no appropriation but could provide the legal basis for an
appropriation of funds to implement the provisions of the bill.

Fiscal Analysis

The resolution would propose a constitutional amendment establishing the Texas
School Trust Fund (trust fund). The Comptroller of Public Accounts would have
authority to administer and invest the money in the trust fund. School districts would
be reimbursed for the local taxes lost because of the enactment of a new $20,000
homestead exemption, a business inventory exemption, and a tax rate reduction.

The trust fund would consist of:



(1) the net state revenue for the business activity tax on businesses not excluded by
this resolution;

(2) the total net revenue for a one-half percent state general sales and use tax;

(3) the total net revenue for a one-half percent state sales and use tax on the sale,
rental and use of motor vehicles;

(4) interest on trust money; and

(5) any other revenue deposited to the trust by the Legislature.

The Comptroller would have the authority to transfer any non-dedicated funds into the
Texas State Trust Fund in the event that fund obligations exceeded resources. The
Comptroller would also have the authority to transfer excess funds from the trust fund
to the General Revenue Fund. Any funds remaining in the trust fund after all
disbursements would be available for legislative appropriation.

The resolution would add a business inventory exemption for school maintenance and
operation taxes. Old language relating to county education districts would be
eliminated.

The business activity tax would not be subject to the prohibition of a personal income
tax or subject to the dedication of revenue. An affirmative vote of at least three-fifths
of the members of each house of the Legislature would be required to increase the
business activity tax rate. The proposed amendment would exclude other types of
state taxes from this requirement.

The proposed constitutional amendment would be submitted to the voters at an
election to be held August 9, 1997. The Secretary of State's office indicated that the
cost of publishing the proposed constitutional amendment will be paid from existing

fiscal year 1997 appropriations.

Note: The Texas School Trust Fund would be required to be distributed as provided
by general law. Since the resolution does not appear to contain a self-enacting
appropriation, it is assumed that the Legislature would make the requisite
appropriations each biennium for the distribution of money to the school districts.
(The fiscal impact noted assumes appropriations.)

Methodology
The estimated impact of this bill is based on the following methodology.
The Comptroller estimated the number of homeowners qualified for the homestead

exemption and the total 1996 cost. This cost was trended up to reflect the growth in
homeowners, property values and maintenance and operations tax rates through the




projection period. From fiscal year 1999 forward, the estimate incorporates the
additional cost to the tax ceiling on homesteads of the elderly.

The probable fiscal implications of implementing the provisions of the bill during
each of the first five years following passage is estimated as follows:

Five Year Impact:

Fiscal Year Probable Savings/(Cost) from Texas
School Trust Fund

N .11 B

T ees T (8702,967.000)

T Tieee T T (897.390,000)

20000 L L L (936,039,000)

_ 200 L (976,135.000)

2002 7 ) (1,017,728.,000)

Net Impact on General Revenue Related Funds:

The probable fiscal implication to General Revenue related funds during each of the
first five years is estimated as follows:

Fiscal Year Probable Net Positive/(Negative)
Impact to General Revenue Related
_ ) Funds

1998 ) (8702,967,000)
1999 N ) (897,390,000)

- 2000 _ B ) ~ {936,039,000)
2001 o o - (976,135,000)
2002 ) ) B (1,017,728,000)

Similar annual fiscal implications would continue as long as the provisions of the bill
are in effect.

LOCAL
The bill would impact other local taxing units that provide funding for their local

appraisal district operating budget. Under current law, each taxing unit participating
in the district is allocated a portion of the amount of the budget. This is equal to the
percentage of unit levy to the total district levy for all taxing units. A reduction in
school district levies, will increase the proportional cost to other taxing units in the
appraisal district. It has been estimated that other taxing units will experience an
increase of approximately $20 million per year in their pro rata cost of appraisal
district operations. This figure does not include increases in administrative cost
incurred by appraisal districts from the provisions of the bill.



Source:

Agencies: 304 Comptroller of Public Accounts
307 Secretary of State
302 Office of the Attorney General
701 Texas Education Agency - Administration

LBB Staff: JK, RR, BR



LEGISLATIVE BUDGET BOARD

Tax/Fee Equity Note
May 7, 1997
TO: Honorable Kenneth Armbrister, Chair IN RE: House Joint Resolution
Committee on Tax Reform & Public School No. 4, Committee Report
Finance 2nd House, Substituted
Senate By: Craddick

Austin, Texas

FROM: John Keel, Director

In response to your request for an Tax/Fee Equity Note on HJR4 (proposing a constitutional
amendment dedicating lottery proceeds to public education, authorizing certain taxes on entities,
and providing for the transfer or further reduction of a limitation of school tax on homesteads of
the elderly.) this office has determined the following:

See Tax Equity Note for Senate Committee Substitute for House Bill 4.



LEGISLATIVE BUDGET BOARD

Tax/Fee Equity Note

April 17, 1997

TO: Honorable Paul Sadler, Chair IN RE: House Joint Resolution
Committee on Revenue and Public Education No. 4, Committee Report
Funding 1st House, Substituted
House By: Craddick/et al.

Austin, Texas

FROM: John Keel, Director

In response to your request for a Tax/Fee Equity Note on HJR4 (proposing a constitutional
amendment providing financial support for elementary and secondary public education,
dedicating revenue and authorizing priority allocations of certain revenue, authorizing a state
property tax and certain taxes on entities, providing property tax relief and reduced school taxes
on residential property, including certain homestead property, and making implementation and
conforming amendments.) this office has determined the following:

The resolution would allow the imposition of a privilege or franchise tax on the income
or capital of a corporation, partnership, or business entity other than a sole proprietorship.
No prohibition would be made on the ability to impose taxes on a municipal gas, electric,
or water utility. The resolution would allow the state to impose a $1.05 per $100 market
value ad valorem tax on property for elementary and secondary public school purposes.

The constitutional amendment would be submitted to the voters at an election to be held
on August 9, 1997.

See Tax Equity Note for Committee Substitute for House Bill 4.




LEGISLATIVE BUDGET BOARD

Tax/Fee Equity Note

TO: Honorable Paul Sadler, Chair IN RE: House Joint Resolution
Committee on Revenue and Public Education No. 4
Funding By: Craddick/et al.
House '

Austin, Texas

FROM: John Keel. Director

In response to your request for an Tax/Fee Equity Note on HIR4 (Proposing a constitutional
amendment to provide a school property tax cut, create the Texas School Trust Fund, authorize
the replacement of certain taxes, and dedicate certain revenue for primary and secondary public)
this office has determined the following:

The resolution would propose a constitutional amendment establishing the Texas School Trust
Fund and would propose an increase of $20,000 in a school district residential homestead
exemption. The $20,000 increase would be applicable to maintenance and operation taxes of a
school district.

The resolution would also authorize the Legislature, by general law, to enact other tax measures
regarding, property tax exemptions and new business taxes.

See Tax Equity Note for House Bill 4.

Source Agencies: Comptroller of Public Accounts, Texas Apartment Association, Inc.

LBB Staff: BR, RS, SM, RR



LEGISLATIVE BUDGET BOARD

Equalized Education Funding Impact Statement

May 7, 1997
TO: Honorable Kenneth Armbrister, Chair IN RE: House Joint Resolution
Committee on Tax Reform & Public School No. 4, Committee Report
Finance 2nd House, Substituted
Senate By: Craddick

Austin, Texas

FROM: John Keel. Director

In response to your request for a Equalized Education Funding Impact Statement on HJR4 {
proposing a constitutional amendment providing financial support for elementary and secondary
public education, dedicating revenue and authorizing priority allocations of certain revenue,
authorizing a state property tax and certain taxes on entities, providing property tax relief and
reduced school taxes on residential property, including certain homestead property, and making
implementation and conforming amendments.) this office has determined the tollowing:

The bill would make structural and formula changes to the Foundation School Program. The
percent of equalized revenue in the system during each of the first five years following passage is
estimated as follows:

Fiscal Year B ‘T—i’;-rcem of Students in the | Percent of Revenue in the \

. Equalized System Equalized System :

190R ‘ 94.80% | 98.93%|

: 1999 ; 94.70%| 99.07%|
? 2000 : 94.90%| 99.15%
2001 | 95.00% | 99.21%

2002 95.00% 99.25%!



LEGISLATIVE BUDGET BOARD

Equalized Education Funding Impact Statement

April 17, 1997

TO: Honorable Paul Sadler, Chair IN RE: House Joint Resolution
Committee on Revenue and Public Education No. 4, Committee Report
Funding 1st House, Substituted
House By: Craddick

Austin, Texas

FROM: John Keel, Director

In response to your request for a Equalized Education Funding Impact Statement on HIJR4 (
proposing a constitutional amendment to provide school ad valorem tax relief and replacement
revenue for school districts.) this office has determined the following:

The impact of this bill on equalized funding requirements and policies affecting public education
would depend on the language of the enabling legislation, see the Equalized Education Funding
Impact Statement for the House Committee Substitute for HB 4.




LEGISLATIVE BUDGET BOARD

Equalized Education Funding Impact Statement

TO: Honorable Paul Sadler. Chuir IN RE: House Joint Resolution
Committee on Revenue and Public Education No. 4
Funding By: Craddick/et al.
House

Austin, Texas

FROM: John Keel. Director

In response to your request for a Equalized Education Funding Impact Statement on HIR4 (
Proposing a constitutional amendment to provide a school property tax cut, create the Texas
School Trust Fund, authorize the replacement of certain taxes, and dedicate certain revenue for
primary and secondary public schools.) this office has determined the following:

The impact of this bill on equalized funding requirements and policies affecting public education
would depend on the language of the enabling legislation, see the Equalized Funding Impact
Statement for HB4.




WITNESS LIST
Tax Reform & Public School Finance, Select Committee
May 6, 1997-8:00A
HJR 4 .
For: Clayton, Bill (Ntl Vehicle Leasing Asn), Austin
Oon: Anderson, David (Tx Education Agency), Austin

Cates, Phil (Ntl Vehicle Leasing Asn), Austin

Thompson, Jerry (Ntl Vehicle Leasing Asn), Austin




WITNESS LIST
Tax Reform & Public School Finance, Select Committee
May 5, 1997-1:30P
HJR 4
For: Allaway, Bill (Tx Taxpayers & Res Assn), Austin
Moak, Lynn M. (Tx School Alliance), Austin
Against: Brandt, Royce (Lake Travis Rep Men's), Austin
Brice, Wanda R. (Sm Business Un of Tx), Dallas
Hartman, Eric (Tx Fed of Teachers), Austin
On: Loewe, Mark E. (Himself), Austin
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For: Allen, George B. (Tx Apartment Assn), Austin

Against: Brown, Laura (Coa of Tx w/ Dissabilit), Austin
Pinkus, David R. (Sm Business Un of Tx), Austin

On: Howden, Robert (Fed of Ind Business), Austin
Noble, Shannon (League of Women Voters), Austin

Wittle, David (ADAPT of Tx), Austin
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ADOPTED

MAY 10 1997

f%_J.R. No.f%/

——

c.s. #3.R. No. ¥

——

A JOINT RESOLUTION
proposing a constitutional amendment providing for certain priority
and minimum funding for public schools, dedicating certain lottery
proceeds to © public education, authorizing certain taxes on
entities, authorizing the creation of a commission to study
efficiency in state government, and providing for transfer or

further reduction of a limitation of school tax on homesteads of

‘the elderly.

BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF TEXAS:
SECTION 1. Article III, Texas Constitution, is amended by
adding Section 3la to read as follows:

Sec. 3la. (a) The legislature by general law may create a

Texas Grace Commission to study state agencies, .institutions, and

programs in the executive department of state government and

recommend that certain of those agencies, institutions, or programs

be abolished or reduced to a specified size or otherwise modified

to make them more cost effective.

(b) Notwithstanding Sections 1, 11, and 31 of this article,

the legislature must accept or reject, but may not amend, each

substantive recommendation presented to the legislature by the

commission.

(c) This section expires on September 1, 1999.

SECTION 2. Section 47, Article III, Texas Constitution, 1is
amended by adding Subsection (f) to read as follows:

(f£) Money received by the State from the operation of

75R14492 JBN-D -
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lotteries, less amounts paid for lottery prizes and administrative

costs, may be spent only as provided by general law for public

education.

SECTION 3. Section 1, Article VII, Texas Constitution, is
amended to read as follows:

Sec. 1. (a) A general diffusion of knowledge b;ing
essential to the preservation of the liberties and rights of the
people, it shall be the duty of the Legislature of the State to
establish and make suitable provision for the support and

maintenance of an efficient system of public free schools.

(b) The financial support of elementary and secondary public

school education shall be the first priority among State spending

and appropriations, subject only to the dedication of revenue

otherwise provided by this Constitution and to the payment of

lawfully incurred State debt.

(c) The Legislature may not appropriate, for any biennium,

an amount of State funds Ffor the maintenance and operation of

public schools and for the erection and equipment of public school

buildings that is less than the amount appropriated for those

purposes in the prior biennium, adjusted for student population

growth and inflation in the cost of educational goods and services.

SECTION 4. Section 1, Article VIII, Texas Constitution, is
amended by amending Subsection (c) and adding Subsection (c-1) to
read as follows:

(c) The Legislature may provide for the taxation of
intangible property and may also impose occupation taxes, both upon

natural persons and upon corporations, other than municipal, doing

75R14492 JBN-D 2
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any business in this State. Subject to the restrictions of Section
24 of this article, it may also tax incomes of both natural persons

and corporations other than municipal. It may also impose

privilege or franchise taxes measured by the income or taxable

capital of a corporation, partnership, or other business entity

other than a sole proprietorship. A sole proprietorship [Persens]

engaged in mechanical or [and] agricultural pursuits shall never be
required to pay an occupation tax.

(c-1) The wuse of income earned or receipts after December

31, 1996, to measure or apportion to this State a privilege or

franchise tax authorized by Subsection (c) of this section is not

prohibited. This subsection expires January 1, 2000.

SECTION 5. Section 1-b(d), Article VIII, Texas Constitution,
is amended to read as follows:

(d) Except as otherwise provided by this subsection, if a
person- receives the residence homestead exemption prescribed by
Subsection (c) of this section for homesteads of persons sixty-five
(65) years of age or older, the total amount of ad valorem taxes
imposed on that homestead for general elementary and secondary
public school purposes may not be increased while it remains the
residence homestead of that person or that person's spouse who
receives the exemption. If a person sixty-five (65) years of age
or older dies in a year in which the person received the exemption,
the total amount of ad valorem taxes imposed on the homestead for
general elementary and secondary public school purposes may not be
increased while it remains the residence homestead of that person's

surviving spouse if the spouse is fifty-five (55) years of age or

75R14492 JBN-~D 3
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older at the time of the person's death, subject to any exceptions

provided by general law. The legislature, by general law, may

provide for the transfer of all or a proportionate amount of a

limitation provided by this subsection for a person who qualifies

for the 1limitation and subsequently establishes a different

residence homestead. However, taxes otherwise limited by this

subsection may be increased to the extent the value of the
homestead is increased by improvements other than repairs or
improvements made to comply .with governmental requirements and

except as may be consistent with the transfer of a limitation

under this subsection. If the total amount of a school district's

taxes imposed in the 1997 tax year for elementary and secondary

public school purposes on a residence homestead >subject to a

limitation provided by this subsection is less than the total

amount of the school district's taxes on that residence homestead

for those purposes in the first year that the residence homestead

qualified for the limitation, in a subséquent tax vyear the total

amount of taxes the school district may impose on the residence

homestead for elementary and secondary public school purposes while

it remains the residence homestead of a person entitled to the

limitation may not exceed the amount of the 1997 school district

taxes, except as otherwise provided by this subsection.

SECTION 6. Section 24, Article VIII, Texas Constitution, is
amended by adding Subsection (k) to read as follows:

(k) This section does not apply to a privilege or franchise

tax measured by the income of a corporation, partnership, or other

business entity, other than a sole proprietorship.

75R14492 JBN-D 4
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SECTION 7. This proposed constitutional amendment shall be
submitted to the voters at an election to be held August 9, 1997.
The ballot shall be printed to permit voting for or against the
proposition: "The constitutional amendment to dedicate lottery
revenue for public education, authorize a privilege.or franchise
tax on the income and capital of business organizations other than
sole proprietorships, provide for the transfer to a different
homestead of the school property tax freeze on homesteads of the
elderly and the adjustment of the tax freeze for certain
homesteads, provide for the creation of a commission to study and
make recommendations on efficiency in state government, and
establish public schools as the first priority in state spending

and preserve the level of state funding of public schools."

75R14492 JBN-D 5




1 Amend C.S.H.J.R. 4 as follows: %[A

V6n page 1, line 26 of the Committee Printing, Article III Section 3 1a. of the Texas Consitution,

HO W

strike Subsection (b) in its entirety and reletter the subsequent Subsections appropriately.

ADOPTED _

‘ . | MAY 0 9 1997
- | S
da

FLOOR AMENDMENT No._\_ BY W %
i
|

9.\




LDOFTED, (A

- MAY 09 1997

ey ey

[

.[MW
s{ )

FLOOR AMENDMENT NO. L BY: /rof

U/
Amend Committee Report for C.S.H.J.R. Zas follows:

On page 1, line 36, strike "education" and substitute "free
gchools". ‘

public school education" and substitute "public free

37 On pagerl, lines 44-45, strike "elementary and secondary
schools*..
— G

On page 1, line 51, insert "free" between "public" and
"gchools". ‘

‘ Y
9473. On page 2, ;ine.B?, strike "elementary and secondary".

—

S
~5. On pade 2, line 36, insert "free" between "public" and
"gchool™. ‘

|
16. On page 2, line 42, strike "elementary and secondary".

: (
_A- On page 2, line 42, insert "free" between "public" and
"school”. -

G e e L e e L et Py Ak laeze e L i
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b1 3nd. '
ADOPTED

MAY 10 1997

Amend C.S.H.J.R. No. 4 by adding the following appropriately

numbered section:
SECTION . The following temporary provision is added to
the Texas Constitution:

TEMPORARY PROVISION. (a) Subsection (a), Section 35,

Article III, of this constitution does not apply to H.B. No. 4,

Acts of the 75th Legislature, Regular Session, 1997.

(b) This temporary provision is executed on adoption and

expires January 1, 2003.

75R14693 SRC-D 1
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SENATE AMENDMENTS =~

2" Printing

By Craddick, Junell H.J.R. No. 4

A JOINT RESOLUTION

proposing a constitutional amendment providing financial support
for elementary and secondary public education, dedicating revenue
and authorizing priority allocations of certain revenue,
authorizing a state property tax and certain taxes on entities,
providing property tax relief and reduced school taxes on
residential property, including certain homestead property, and
making implementation and conforming amendments.

BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF TEXAS:

SECTION 1. Section 1, Article VII, Texas Constitution, is
amended to read as follows:

Sec. 1. (a) A general diffusion of knowledge being
essential to the preservation of the liberties and rights of the
people, it shall be the duty of the Legislature of the State to
establish and make suitable provision for the support and
maintenance of an efficient system of public free schools.

(b) The financial support of elementary and secondary public

school education shall be the first priority among State spending

and appropriations, subject only to the dedication of revenue

otherwise provided by this Constitution and to the payment of

lawfully incurred State debt.

(c) It is the policy of this State that the provision of

public education is a state responsibility and that a thorough and

efficient system be provided and substantially financed through

State revenue sources so that each student enrolled in the public
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H.J.R. No. 4

school system shall have access to programs and services that are

appropriate to the student's educational needs and that are

substantially equal to those available to any similar student,

notwithstanding varying local economic factors.

(d) The public school finance system of this State shall

adhere to a standard of neutrality that provides for substantially

equal access to similar revenue per student at similar tax effort,

considering all State and 1local tax revenues of districts after

acknowledging all legitimate student and district cost differences.

(e) The Legislature may not appropriate, for any biennium,

an amount of State funds for the maintenance and operation of

public schools and for the erection and equipment of public school

buildings that is less than the amount appropriated for those

purposes in the prior biennium, adjusted for student population

growth.
SECTION 2. Section 1-e, Article VIII, Texas Constitution, is

amended to read as follows:

Sec. 1-e. 1. Except as provided by Subsection 2 of this

section, no [Ne] State ad valorem taxes shall be 1levied upon any

property within this State.

2. Ad valorem taxes may be imposed by the legislature at a

rate not to exceed §$1.05 for each $100 of taxable wvalue for

elementary and secondary public free schools purposes on property

not subject to taxation for maintenance and operations purposes by

a school district and not otherwise exempted by this constitution

or by the legislature under the authority of this constitution.

The legislature may provide for the appraisal of property subject
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H.J.R. No. 4

to State ad valorem taxes, for the equalization of the taxable

values of that property, and for the collection of the State ad

valorem taxes imposed on that property [At}--receipts——-from

previous}y——autherized—State—aé~vaierem—taxes—that—are—co}ieeted—en
oer-after-—-the-effective-date-of-the-1982-amendment-to-this-—-section
sha}i--be-depesited—to—éhe-credit—of—the-geﬂerai-fund—ef—the—céuﬁty
eeiiecting~the—taxes-and——may——be——expended-—fer——ceunéy——purposes:
Receipta-from-taxes-cotitected-before-that-date-shati-be-distributed
by---the---tegistature---among--institutiens--eligible--to--receive
distributieons--under--prior--taws---Fhose--receipts--and---receipts
distributed--under--prior--ltaw—-may—--be--expended--for-the-purpeses
provided-under-prior-iaw-or-for-repair-and-renovation--ef--existing
permanent-improvements].

3. The legislature by general law may exempt from ad valorem

taxes imposed under Subsection 2 of this section in any tax year

all or a portion of the value of property exempt in that tax year

from ad valorem taxation by a school district pursuant to a tax

abatement agreement entered into by the school district before

January 1, 1997, or in a reinvestment zone created by municipal

ordinance on or before April 1, 1997, for which a municipal tax

abatement agreement is entered into before July 1, 1997.

4. State ad valorem taxes shall be assessed on the valuation

of property subject to those taxes as determined by the appraisal

officials in the county in which the property is 1located. If an

appraisal official uses generally accepted appraisal standards and

practices to appraise property subject to the State ad valorem tax

and the wvaluation of the property subject to that tax conforms to
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or is equalized by the local appraisal review process to conform to

the accepted standards and practices, the assessment of the State

ad wvalorem tax on that valuation is not invalid. This subsection

expires at the end of the 1999 ad valorem tax year.

5. The legislature by general law may authorize the State to

use increases in ad valorem tax revenues imposed on property in a

reinvestment =zone to finance the development or redevelopment of

property in the zone if the zone was designated before February 1,

1997, or if a reinvestment zone existing on that date was expanded

before June 30, 1997, to include the site for a public school.

SECTION 3. Section 3, Article VII, Texas Constitution, 1is
amended to read as follows:

Sec. 3. (a) One-fourth of the revenue derived from the
State occupation taxes [and--peii--tax-—-of--ene--doetitar--en--every
inhabitant--ef-the--State7-between-the-ages-of-twenty-ene-and-sixty
yearss] shall be set apart annually for the benefit of the public
free schools; and in addition thereto, there shall be levied and

collected an annual ad valorem State tax as provided by Subsection

2, Section 11-e, Article VIII, of this constitution [ef-such-an

amount-—-net-teo--exceed-———-thirty-£five--cents-—-on--the--one—-hundred
t5166-00)--dettars--vatuatieny--as—--with--the-avaitabte-schoot-fund
artsing-from-ati-other-sources;-witi-be-suffietent] to maintain and

support the public schools of this State. Money received by the

State from the operation of lotteries authorized by Section 47(e),

Article III, of this constitution, less amounts paid for lottery

prizes and administrative costs, may be spent only for elementary

and secondary public free schools. The [fer-a-peried--of-not-itess
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H.J.R. No. 4
than—six-months-in—each-year7~aﬁd—it—shai}——be—-the~—duty——ef——the]
State Board of Education shall [t#e] set aside a sufficient amount

of State funds [eut-of-the-said-tax] to provide free text books for

the use of children attending the public free schools of this
State. = If[+-provided7y-however;-that-shoutd-the-timit-of] taxation

and revenue described by this subsection are [herein--named--be]

insufficient, the deficit may be met by appropriation from the
general funds of the State.

(b) The [and-the] Legislature may [aise] provide for the
formation of school districts [distriet] by general laws. All[s
and-a%t) such school districts may embrace parts of two or more

counties. The[ 7--and--the] Legislature may by general law provide

[shati-be-authorized-to-pass-taws-for-the-assessment-and-cottection
of-taxes-in-ati-said-distriets—and] for the management and control
of the public [seheei-or] schools of such districts.

(c) Thel7~--whether--such-districts-are-cemposed-cf-territory
wholiy-within-a-county-or—in-parts-of-two--or--more--eountiesy--and

the] Legislature may provide for school districts to impose

(antherize] an [additienat] ad valorem tax on all residential

property as defined by general law [te--be--tevied--and--ecoitected

within-altl-school~-districtas-heretofore-formed-or-hereafter—-£formeds |

for the further maintenance and operations of public free schools.

The Legislature may provide rate limitations by law, except that a

school district may not impose a tax for maintenance and operations

at a rate greater than $1.05 on the $100 valuation of taxable

property. The Legislature may provide for school districts to

impose an additional ad valorem tax on all property not otherwise
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exempted by this constitution or by the Legislature under the

authority of this constitution[7--and] for the erection and

equipment of school buildings if [thereins;—-provided--that] a
majority of the qualified [property--taxpaying] voters of the
district voting at an election to be held for that purpose[7] shall
vote such tax [ret-te-exceed-in-any-one-year—-one-t$t-668)y-dotiar-en
the-one-hundred--detiars--vatuation--of-—-the--property-—-subjeet--te
tazation—--in--suech--distriet7-but-the-timitation—upon-the-amount-of
schoeol--distriect——tax—-herein—-aunthorized--shatt--—noet---appiy---te
ineorporated--etties-or-towns-constituting-separate-and-independent
sehoei-distrietsy-ner—to-independent--or—--common—-schoot--distriects
ereated-by-generat-or-speciat-taw].

SECTION 4. Section 1, Article VIII, Texas Constitution, is
amended by amending Subsection (c) and adding Subsections (c-1),
(i), and (j) to read as follows:

(c) The Legislature may provide for the taxation of
intangible property and may also impose occupation taxes, both upon
natural persons and upon corporations, other than municipal, doing
any business in this State. Subject to the restrictions of Section
24 of this article, it may also tax incomes of both natural persons

and corporations other than municipal. It may also impose

privilege or franchise taxes measured by the income or taxable

capital of a corporation, partnership, or business entity other

~than a sole proprietorship. A sole proprietorship [Persens] engaged

in mechanical or [&anrd] agricultural pursuits shall never be

required to pay an occupation tax. This subsection does not

prohibit the imposition of taxes on a gas, electric, or water
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utility of a municipal corporation.

(c-=1) The use of income earned or receipts after December

31, 1996, to measure or apportion to this State a privilege or

franchise tax authorized by Subsection (c) of this section is not

prohibited. This section expires January 1, 2000.

(i) Notwithstanding Subsections (a) and (b) of this section,

the Legislature by general law may limit the maximum annual

increase in the appraised value of residence homesteads for ad

valorem tax purposes in order to provide tax relief from the

effects of rapid increases in the market value of residence

homesteads. A limitation on appraisal increases authorized by this

subsection:

(1) takes effect as to a residence homestead on the

later of the effective date of the law imposing the limitation or

January 1 of the tax year following the first tax vyear the owner

qualifies the property for an exemption under Section 1-b of this

article; and

(2) expires on January 1 of the first tax year that

neither the owner of the property when the limitation took effect,

the owner's spouse or surviving spouse, nor a minor child of the

owner qualifies for an exemption under Section 1-b.

(j) Notwithstanding Subsections (a) and (b) of this section,

the Legislature by general law may limit the frequency with which

increases in the appraised value of real property for ad valorem

tax purposes may be recognized.

SECTION 5. Section 1-b(d), Article VIII, Texas Constitution,

is amended to read as follows:




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26

27

H.J.R. No. 4

(d) Except as otherwise provided by this subsection, if a
person receives the residence homestead exemption prescribed by
Subsection (c) of this section for homesteads of persons sixty-five
(65) years of age or older, the total amount of ad valorem taxes
imposed on that homestead for general elementary and secondary
public school purposes may not be increased while it remains the
residence homestead of that person or that person's spouse who
receives the exemption. If a person sixty-five (65) years of age
or older dies in a year in which the person received the exemption,
the total amount of ad valorem taxes imposed on the homestead for
general elementary and secondary public school purposes may not be
increased while it remains the residence homestead of that person's
surviving spouse if the spouse is fifty-five (55) years of age or
older at the time of the person's death, subject to any exceptions

provided by general law. The legislature, by general law, may

provide for the transfer of all or a proportionate amount of a

limitation provided by this subsection for a person who qualifies

for the limitation and establishes a different residence homestead.

However, taxes otherwise 1limited by this subsection may be
increased to the extent the value of the homestead is increased by
improvements other than repairs or improvements made to comply with

governmental requirements and except as may be consistent with the

transfer of a limitation under this subsection. If the total

amount of a school district's taxes imposed in the 1997 tax year

for elementary and secondary public school purposes on a residence

homestead subject to a limitation provided by this subsection'is

less than the total amount of the school district's taxes on that
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residence  homestead for those purposes in the first year that the

residence homestead qualified for the limitation, in a subsequent

tax year the total amount of taxes the school district may impose

on the residence homestead for elementary and secondary public

school purposes while it remains the residence homestead of a

person entitled to the limitation may not exceed the amount of the

1997 school district taxes, except as otherwise provided by this

subsection.

SECTION 6. Article VIII, Texas Constitution, is amended by
adding Section 1-b-2 to read as follows:

Sec. 1-b-2. NOTICE OF PROPERTY TAX DECREASE. (a) 1If, on

September 1, 1997, an escrow account is required toc be maintained

in connection with a loan secured by a mortgage in real property

consisting of a single place of residence from which ad valorem

taxes are paid, whether the residence is a separate structure or a

residential unit within a multiple-unit structure, the person who

controls the account, before October 1, 1997, shall deliver to the

person who pays money into the account the following notice:

NOTICE OF PROPERTY TAX DECREASE

Because of actions taken by the 75th Texas Legislature,

Reqular Session, 1997, and approval by the voters of the

constitutional amendment providing property tax relief to owners of

residential property, in 1997 and subsequent years there will be a

substantial decrease in the tax rates of school districts on

residential property in this state. If vyour periodic mortgage

payment includes an amount for the payment of property taxes, the

decrease in the tax rate of your school district should result in a
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decrease in the amount you are required to pay into vyour escrow

account. The decrease will be taken into account when your next

annual escrow account statement required by federal law is prepared

by (name of entity that controls escrow account). After vyou

receive that escrow account statement, if you have any questions

concerning the amount of your mortgage payments, you may direct

them to (name of entity that controls escrow account) at (address

and telephone number of entity).

(b) This section expires December 31, 1998.

SECTION 7. Article VIII, Texas Constitution, is amended by
adding Section 1-b-3 to read as follows:

Sec. 1-b-3. NOTICE OF PROPERTY TAX REDUCTION. '(a) Not

later than October 1, 1997, the chief appraiser of each appraisal

district in this state shall send to each owner of a residence

homestead in the appraisal district the following written notice:

NOTICE OF PROPERTY TAX DECREASE

Members of the 75th Texas Legislature, Regular Session, 1997,

have enacted legislation that will significantly reduce your school

district property taxes for 1997 and subsequent years when compared

to your 1996 school taxes. The first tax bill reflecting this

reduction of your school district property taxes should be mailed

before October 1, 1997. Questions concerning your tax bill should

be directed tb the local tax collector.

The amount of your school district property taxes for 1997 is

based on the value of your home on January 1, 1997, and any

residence homestead exemptions for which you qualify in 1997,

Questions concerning the appraised value of your home or about

10
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residence homestead exemptions should be directed to the appraisal

district for your county.

If the property taxes on your home are paid by an entity that

holds a mortgage on your home, you should inform the entity that

holds the mortgage of the reduction in the property taxes on your

home for 1997. If an escrow account is maintained in connection

with the mortgage on your home, the entity that holds that mortgage

will adjust the amounts that you are required to pay into your

escrow account for 1998 property taxes.

(b) This section expires December 31, 1998,

SECTION 8. Section 1-j, Article VIII, Texas Constitution, is
amended by amending Subsection (a) and adding Subsection (a-1) to
read as follows:

(a) Except as provided by Subsections (a-1) and (b) of this

section, to [Pe] promote economic development in this [the] State,

goods, wares, merchandise, other tangible personal property, and
ores, other than oil, natural gas, and other petroleum products,
are exempt from ad valorem taxation if:

(1) the property is acquired in or imported into this
State to be forwarded outside this State, whether or not the
intention to forward the property outside this State is formed or
the destination to which the property is forwarded is specified
when the property is acquired in or imported into this State;

(2) the property 1is detained in this State for
assembling, storing, manufacturing, processing, or fabricating
purposes by the person who acquired or imported the property; and

(3) the property is transported outside of this State

11
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not later than 175 days after the date the person. acquired or

imported the property in this State.

(a-1) Property described by Subsection”(a)“of ﬁhiqﬂsec;éon

is not exempt from ad valorem taxes imposed under Section 1-e of

this article if the property is located in a school district that

for the tax year taxes the property.

SECTION 9. Article VIII, Texas Constitution, is amended by
adding Section 1-m to read as follows:

sec. l1-m, The legislature by general law may provide that

the owner of property consisting of a separate interest in o0il or

gas, including condensate and liquefied petroleum gas, and from

which 0il or gas is produced, in lieu of ad valorem taxes on the

property, may elect to pay a gross wellhead receipts tax. The law

must permit an annual election by the owner of the property for

payment of the gross receipts tax. The rece_iptg_~ f:qm a_gross

receipts tax imposed under the authority of this section shall be

used in the same manner and for the same purpose as receipts from

ad valorem taxes. This section does not affect the imposition and

use of revenue from gross receipts taxes not imposed under the

authority of this section.

SECTION 10. Article VIII, Texas Constitution, is amended by
adding Section 1-n to read as follows:

Sec. 1-n. The legislature by general law may make a river

authority that owns or operates one or more steam ggnerating plants

subject to a franchise tax. The Jlegislature may impose such

franchise taxes only upon that portion of the authority's business

that is directly related to the generation, transmission, or

12
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distribution of electricity, and at a rate that is not in excess of

the rate imposed upon similarly situated private entities engaged

in the electric business.

SECTION 11. Section 22, Article VIII, Texas Constitution, is
amended by adding Subsection (d) to read as follows:

(d) Subsection (a) of this section does not apply, for the

biennium ending August 31, 2001, to appropriations to the extent

made from the amount of the increase in revenue as a result of the

changes in the law made by House Bill 4, Acts of the 75th

Legislature, Regular Session, 1997. This subsection expires

September 1, 2001.

SECTION 12. Section 24, Article VIII, Texas Constitution, 1is
amended by adding Subsection (k) to read as follows:

(k) This section does not apply to a privilege or franchise

tax measured by the income of a corporation, partnership, or other

taxable business entity, other than a sole proprietorship.
SECTION 13. Article III, Texas Constitution, is amended by
adding Section 3la to read as follows:

Sec. 3la. (a) The legislature by general law may create a

Texas Grace Commission to study state agencies, institutions, and

programs in the executive department of state government and

recommend that certain of those agencies, institutions, or programs

be abolished or reduced to a specified size or otherwise modified

to make them more cost-effective.

{b) Notwithstanding Sections 1, 11, and 31 of this article,

the legislature must accept or reject, but may not amend, each

substantive recommendation presented to the legislature by the

13
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commission.

(c) This section is repealed on September 1, 1999,

SECTION 14. This proposed constitutional amendment shall be
submitted to the voters at an election to be held August 9, 1997.
The ballot shall be printed to permit voting for or against the
proposition: The constitutional amendment authorizing changes in
law to reduce local property taxes and increase the state's share
of public education funding, including:

(1) dedication of lottery revenue to public schools;

(2) authorizing a limited state property tax on
nonresidential property;

(3) authorizing a privilege or franchise tax on the
income and capital of business organizations other than sole
proprietorships;

(4) providing for the transfer to a different
homestead of the school property tax freeze on homesteads of the
elderly;

(5) providing a cap on the maintenance and operations
tax rate for schools;

(6) authorizing the legislature to limit the frequency
of appraisals and increases in value of residence homesteads for
property tax purposes;

(7) providing for the creation of a commission to
study and make recommendations on efficiency in state government;

(8) providing an equity standard for the public school
finance system;

(9) providing for alternative taxation of separate

14
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interests in oil and gas;
(10) authorizing a franchise tax on certain river
authorities generating electricity; and
(11) establishing public schools as the first priority
in state spending and preserving the 1level of state funding of

public schools.
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c.s. #3.R. No. /

————

A JOINT RESOLUTION
proposing a constitutional amendment providing for certain priority
and minimum funding for public schools, dedicating certain lottery
proceeds to * public education, authorizing certain taxes on
entities, authorizing the creation of a commission to study
efficiency in state government, and providing for transfer or

further reduction of a limitation of school tax on homesteads of

‘the elderly.

BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF TEXAS:
SECTION 1. Article III, Texas Constitution, is amended by
adding Section 3la to read as follows:

Sec. 3la. (a) The legisléture by general law may create a

Texas Grace Commission to study state agencies, .institutions, and

programs in the executive department of state government and

recommend that certain of those agencies, institutions, or programs

be abolished or reduced to a specified size or otherwise modified

to make them more cost effective.

(b) Notwithstanding Sections 1, 11, and 31 of this article,

the legislature must accept or reject, but may not amend, each

substantive recommendation presented to the legislature by the

commission.

(c) This section expires on September 1, 1999.

SECTION 2. Section 47, Article III, Texas Constitution, 1is

amended by adding Subsection (f) to read as follows:

(£) Money received by the State from the operation.of

75R14492 JBN-D /y/
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lotteries, 1less amounts paid for lottery prizes and administrative

costs, may be spent only as provided by general law for public

education.

SECTION 3. Section 1, Article VII, Texas Constitution, is
amended to read as follows:

Sec. 1. (a) A general diffusion of knowledge b;ing
essential to the preservation of»the liberties and rights of the
people, it shall be the duty of the Legislature of the State to
establish and make suitable provision £for the support and
maintenance of an efficient system of public free schools.

(b) The financial support of elementary and secondary public

school education shall be the first priority among State spending

and appropriations, subject only to the dedication of revenue

otherwise provided by this Constitution. and to the payment of

lawfully incurred State debt.

(c) The Legislature may not appropriate, for any biennium,

an amount of State funds for the ‘maintenance and operation of

public schools and for the erection and equipment of public school

buildings that is less than the amount appropriated for those

purposes in the prior biennium, adjusted for student population

growth and inflation in the cost of educational goods and services.

SECTION 4. Section 1, Article VIII, Texas Constitution, is
amended by amending Subsection (c) and adding Subsection (c-1) to
read as follows:

(c) The Legislature may provide for the taxation of
intangible property and may also impose occupation taxes, both upon

natural persons and upon corporations, other than municipal, doing

75R14492 JBN-D /1
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any business in this State. Subject to the restrictions of Section
24 of this article, it may also tax incomes of both natural persons

and corporations other than municipal. It may also impose

privilege or franchise taxes measured by the income or taxable

capital of a corporation, partnership, or other business entity

other than a sole proprietorship. A sole proprietorship [Persens]

engaged in mechanical or (amd] agricultural pursuits shall never be
required to pay an occupation tax.

(c-1) The use of income earned or receipts after December

31, 1996, to measure or apportion to this State a privilege or

75R14492 JBN-D /X

franchise tax authorized by Subsection (c) of this section is not

prohibited. This subsection expires January 1, 2000.

SECTION 5. Section 1-b(d), Article VIII, Texas Constitution,
is amended to read as follows:

(d) Except as otherwise provided by this subsection, if a
person receives the residence homestead exemption prescribed by
Subsection (c) of this section for homesteads of persons sixty-five
(65) years of age or older, the total amount of ad valorem taxes
imposed on that homestead for general elementary and secondary
public school purposes may not be increased while it remains the
residence homestead of that person or that person's spouse who
receives the exemption. If a person sixty-five (65) years of age
or older dies in a year in which the person received the exemption,
the total amount of ad valorem taxes imposed on the homestead for
general elementary and secondary public school purposes may not be
increased while it remains the residence homestead of that person's

surviving spouse if the spouse is fifty-five (55) years of age or
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older at the time of the person's death, subject to any exceptions

provided by general law. The _legislature, by general law, may

provide for the transfer of all or a proportionate amount of a

limitation provided by this subsection for a person who qualifies

for the limitation..and subsequently establishes a different

residence homestead. HoweVer,‘jtaxes otherwise 1limited by this

~ subsection may be increased to the extent ‘the value of the

homestead is increaeed by improvements other than repairs or

improvements made to comply .with governmental requirements and

except as- may be conSietent with the transfer of a limitation

under this subsection. If the total amount of a school district's

taxes imposed in the 1997 tax Year for elementary and secondary

public school . purpbses ‘on a residence homeetead 'subject to. a

1imitation prov1ded by this subsection ,is less than the total

amount of the school district's taxes on that residence homestead

for those purposes in the first yeat that the residence homestéad

quallfled for the llmltatlon. in a subsequent tax vyear the total

amount of vtaxes the school dlstrlct may 1mpose on the re51dence

‘homestead for elementary and secondary publlc school purposes while

'1twrema1ns,the re51dence homestead of a pe;son entitled to the

'limitatidn "may not exceed the amoUnt of the'1997'school district

-taxes, except as otherwlse prov1ded by’ thls subsectlon.v

SECTION 6. Sectlon 24, Artlcle VIII, Texas Constltutlon, is

amended by adding Subsection (k) to read as follows:

(k) This - section does not apply to a privilege or franchise

tax measured by the income of a corporation, partnership, or other

business entity, other than a sole ptoprietorship.

75R14492 JBN-D » /(/
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SECTION 7. This proposed constitutional amendment shall be
submitted to the voters at an election to be held August 9, 1997.

The ballot shall be printed to permit voting for or against the

 proposition: "The constitutional amendment to dedicate lottery

revenue for public education, authorize a privilege.or franchise
tax on the income and capital of business organizations other than
sole proprietorships, provide for the transfer to a different
homestead of the school property tax freeze on homesteads of the
elderly and the adjustment of the tax freeze for «certain
homesteads, provide for the creation of a commission to study and
make recommendations on efficiency in state government, and
establish public schools as the first priority in state spending

and preserve the level of state funding of public schools."
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~FLOOR AMENDMENT NO.) / o
' P , ‘ _ _ |
Amend C.S.H.J.R. No. 4 by adding the following appropriately
numbered section: _
SECTION .  The following temporary provision is added to
the Texas Constitution: |

TEMPORARY PROVISION.‘ (a) Subsection (a), Section 35,

Article III;‘ of this COnstitUtibn doesvnot apply to H.B. No. 4,

Acts of'thev75thrngiSIature, Regular Sessidn, 1997.

(b) This temporafy*provisiOn is _éxecgted- on adoption and

'expiféé January 1} 2003.

75R14693 SRC-D /
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FLOOR AMENDMENT NO._\_ BY / W

Amend C.S.H.J.R. 4 as follows:

On page 1, line 26 of the Committee Printing, Article III Section 31a. of the Texas Consitution,

strike Subsection (b) in its entirety and reletter the subsequent Subsections appropriately.

ADOFTIED =
MAY 09 1997
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FLOOR AMENDMENT NO. _L_
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PTED_

MAY 09 1997

A

BY:

é*1ri:af

Amend cOmrnlttee Report for C.S.H.J.R. Zas follows:

1. On page 1,
schools".

2. On'page'i

line 36,

lines 44-45, strike “elementary and secondary

strike "education" and,substitute "free

‘public school education" and substitute "public free

schools“

3. On.page 1,

"gchools".

4. Oon page 2,

5. .On page 2,
"gchool™".

6. On page 2,

7. ‘On page 2,
"school". -

line 51,

line 35,

line 36,

line 42,

line 42,

insert

strike
insert
strike

insert

"free" between "public" and

"elementary and secondary".

vfree" between "public" and

"elementary'and secondary".

"free" between "public" and

7%



LEGISLATIVE BUDGET BOARD
Austin, Texas

FISCAL NOTE
75th Regular Session

May 7, 1997

To: Honorable Kenneth Armbrister, Chair IN RE: House Joint Resolution
Committee on Tax Reform & Public School No. 4, Committee Report
Finance 2nd House, Substituted
Senate By: Craddick
Austin, Texas

From: John Keel, Director

In response to your request for a Fiscal Note on HJR4 (proposing a constitutional amendment
dedicating lottery proceeds to public education, authorizing certain taxes on entities, and
providing for the transfer or further reduction of a limitation of school tax on homesteads of the
elderly.) this office has determined the following:

: Biennial Net Impact to General Revenue Funds by HJR4-Committee Report 2nd House,
| Substituted

The fiscal implication to the State and units of local government would depend on the enabling
legislation. The effects of the Senate Committee Substitute for House Joint Resolution 4 are
included in the fiscal note for the Senate Committee Substitute for House Bill 4.

The cost to the state for publication of the resolution is $71,000.

The resolution would propose a constitutional amendment which, if adopted, would do the
following:

(1) allow the Legislature to establish a commission that would make recommendations regarding
abolition or modification of executive agencies, the recommendations to be accepted or rejected
by the Legislature without amendment.

(2) dedicate net lottery revenue to elementary and secondary public education;

(3) provide that support of elementary and secondary public education is the first priority for
State spending; and prohibit the Legislature from appropriating less for public schools in a
biennium than in the prior biennium as adjusted for student population growth and inflation in
the cost of educational goods and services;

(4) authorize the Legislature to impose a franchise or privilege tax measured by income or
taxable capital on corporations, partnerships, and business entities other than sole
proprietorships; and allow income earned after December 31, 1996 to measure or apportion the
franchise tax;

(5) allow the Legislature to provide for the transfer of the sixty-five or over tax freeze to a
different homestead and set the freeze level at the lower of the current freeze level and the

amount of 1997 school district taxes; and

(6) exempt a franchise or privilege tax, other than one imposed on a sole proprietor, from the
Article VIII, Section 24, requirements relating to the imposition of a net income tax.

The proposed amendment would be submitted to the voters on August 9, 1997.




The fiscal implication to the State and units of local government would depend on the enabling
legislation.

The cost to the state for publication of the resolution is $71,000.

Source: Agencies: 302 Office of the Attorney General
307 Secretary of State
304 Comptroller of Public Accounts

LBB Staff: JK, BR, RS
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LEGISLATIVE BUDGET BOARD
Austin, Texas

FISCAL NOTE
75th Regular Session

April 28, 1997

To: Honorable Kenneth Armbrister, Chair IN RE: House Joint Resolution
Committee on Tax Reform & Public No. 4, As Engrossed
School Finance By: Craddick/et al.
Senate

Austin, Texas

From: John Keel, Director

In response to your request for a Fiscal Note on HIR4 (proposing a constitutional amendment
providing financial support for elementary and secondary public education, dedicating revenue
and authorizing priority allocations of certain revenue, authorizing a state property tax and
certain taxes on entities, providing property tax relief and reduced school taxes on residential
property, including certain homestead property, and making implementation and conforming
amendments.) this office has determined the following:

_ Biennial Net Impact to General Revenue Funds by HJR4-As Engrossed

The fiscal implication would depend on the enabling legislation. The effects of House Joint
Resolution 4, as engrossed, are included in the fiscal note on the Engrossed version of House
Bill 4.

The cost to the State for publication of the resolution is $71,000.

The resolution proposes a constitutional amendment which, if adopted, would do the
following:

(1) provide that support of elementary and secondary public education is the first priority for
State spending;

(2) establish a constitutional equity standard for public school funding;

(3) prohibit the Legislature from appropriating less per student for public schools in a
biennium than in the prior biennium.

(4) authorize the Legislature to impose a state property tax not to exceed $1.05 per $100 of
valuation on non-residential property and dedicated the tax for of elementary and secondary
public schools;

(5) allow the Legislature to exempt, from the state property tax, property exempt from
school district maintenance and operation taxes under an abatement granted before January 1,
1997 or in a reinvestment zone created by municipal ordinance before April 1, 1997 for
which an abatement agreement is entered into before July 1, 1997.

(6) dedicate net lottery revenue to elementary and secondary public education;

(7) exempt non-residential property from school district maintenance and operation taxes;

(8) authorize the Legislature to impose a franchise or privilege tax measured by income or
taxable capital on corporations, partnerships, and business entities other than sole <

'!.\/ J




proprietorships;

(9) authorize the Legislature to limit increases in appraised value of homesteads and limit the
frequency of appraisals;

(10) allow the Legislature to provide for the transfer of the sixty-five or over tax freeze to a
different homestead and set the freeze level at the lower of the current freeze level and the
amount of 1997 school district taxes;

(11) require the notification of homeowners of the property tax decrease granted by the
Seventy-fifth Legislature and require notification related to the effects of the tax reduction on

mortgage escrow payments;

(12) provide that freeport property currently taxed by school districts is subject to the state
property tax;

(13) allow the Legislature to provide for payment of a gross receipts tax on oil and natural
gas in lieu of property taxes;

(14) allow the Legislature impose a franchise tax on river authority electric business;

(15) exclude revenue resulting from House Bill 4 from the Article VIII, Section 22,
appropriations limit for the 1998-99 and 2000-01 biennia;

(16) exempt a franchise or privilege tax, other than one imposed on a sole proprietor, from
the Article VIIL, Section 24, requirements relating to the imposition of a net income tax.

(17) allow the Legislature to establish a commission that would make recommendations
regarding abolition or modification of executive agencies, the recommendations to be

accepted or rejected by the Legislature without amendment.

The proposed amendment would be submitted to the voters on August 9, 1997.

Source: Agencies: 304 Comptroller of Public Accounts

LBB Staff: JK, RR, RS, BR




LEGISLATIVE BUDGET BOARD
Austin, Texas

FISCAL NOTE
75th Regular Session

April 17, 1997

To: Honorable Paul Sadler, Chair IN RE: House Joint Resolution
Committee on Revenue and Public Education No. 4, Committee Report
Funding 1st House, Substituted
House By: Craddick

Austin, Texas

From: John Keel, Director

In response to your request for a Fiscal Note on HJR4 (proposing a constitutional amendment to
provide school ad valorem tax relief and replacement revenue for school districts.) this office has

determined the following:

Biennial Net Impact to General Revenue Funds by HIR4-Committee Report 1st House,
Substituted

The fiscal implication would depend on the enabling legislation. The Committee Substitute for
House Bill 4 estimates the effects of the Committee Substitute for House Joint Resolution 4 and
are included in the fiscal note on Committee Substitute for House Bill 4.

The cost to the state for publication of the resolution is $71,000.

The resolution proposes a constitutional amendment which, if adopted, would do the
following:

(1) authorize the Legislature, by general law, to provide first priority or guaranteed
draws on State revenue for the financial support for elementary and secondary public

education;

(2) exempt appropriations for elementary and secondary public schools from the
2-year limit on the duration of appropriations and from the Article VIII, Section 22,




limit on the growth of certain appropriations

(3) authorize the Legislature to impose a state property tax not to exceed $1.05 per
$100 of valuation on non-residential property and dedicated the tax for of elementary
and secondary public schools;

(4) allow the Legislature to exempt, from the state property tax, property currently
exempt form school district maintenance and operation taxes under an abatement
granted before January 1, 1997,

(5) dedicate net lottery revenue to elementary and secondary public education;

(6) exempt non-residential property from school district maintenance and operation
taxes;

(7) authorize the Legislature to impose a franchise or privilege tax on corporations,
partnerships, and business entities other than sole proprietorships and exempt
franchise and privilege taxes from Article VIII, Section 24 provisions related to the

prohibition and disposition of a net personal income tax;

(8) allow the Legislature to provide for the transfer of the sixty-five or over tax freeze
to a different homestead and to set the freeze level at the lower of the current freeze
level and the amount of 1997 schools district taxes;

(9) repeal local option percentage homestead exemptions for school district
maintenance and operations taxes; and

(10) provide that freeport property currently taxed by school districts is not exempt
from the state property tax.

The proposed amendment would be submitted to the voters on August 9, 1997.

Source: Agencies: 302 Office of the Attorney General

304 Comptroller of Public Accounts

LBB Staff: JK, BR, RS
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LEGISLATIVE BUDGET BOARD
Austin, Texas»

FISCAL NOTE
75th Regular Session

February 14, 1997

To: Honorable Paul Sadler, Chair IN RE: ‘House Joint Resolution

Committee on Revenue and Public Education No. 4
Funding By: Craddick/et al.
House : '

Austin, Texas

From: bJohn Keel, ‘D'ire‘cto'r

In response to your request for a Fiscal Note on HIR4 (Proposing a constitutional amendment to
provide a school property tax cut, create the Texas School Trust Fund, authorize the replacement
of certain taxes, and dedicate certain revenue for primary and secondary public) this office has
determined the following:

| Biennial Net Impact to General Revenue Funds by HJR4-As Introduced

Implementing the provisions of the bill would result in a net negative impact of
$(1,600,357,000) to General Revenue Related Funds through the biennium ending August 31,
1999. . ) N '

The resolution would make no'_appropriation bﬁt;éould’. ;;_r'ovide the legal basis fbr an
appropriation of funds to implement the provisions of the bill. '

Fiscal Analysis

The resolution would propose a constitutional amendment establishing the Texas
School Trust Fund (trust fund). The Comptroller of Public Accounts would have
authority to administer and invest the money in the trust fund. School districts would
be reimbursed for the local taxes lost because of the enactment of a new $20,000
homestead exemption, a business inventory exemption, and a tax rate reduction.

" The trust fund would consist of: -

F




(1) the net state revenue for the business activity tax on businesses not excluded by
this resolution; ‘

(2) the total net revenue for a one-half percent state general sales and use tax;

(3) the total net revenue for a one-half percent state sales and use tax on the sale,
rental and use of motor vehicles; :

(4) interest on trust money; and

(5) any other revenue deposited to the trust by the Legislature.

The Cdmptrolle‘r would have the authority to transfer any nonQdedicated funds into the

Texas State Trust Fund in the event that fund obligations exceeded resources. The
Comptroller would also have the authority to transfer excess funds from the trust fund
to the General Revenue Fund. Any funds remaining in the trust fund after all
disbursements would be available for legislative appropriation.

The resolution would add a business inventory exemption for school maintenance and
operation taxes. Old language relating to county education districts would be
eliminated.

The business activity tax would not be subject to the prohibition of a personal income
tax or subject to the dedication of revenue. An affirmative vote of at least three-fifths
of the members of each house of the Legislature would be required to increase the
business activity tax rate. The proposed amendment would exclude other types of
state taxes from this requirement. '

The proposed constitutional amendment would be submitted to the voters at an
election to be held August 9, 1997. The Secretary of State’s office indicated that the
cost of publishing the proposed constitutional amendment will be paid from existing
fiscal year 1997 appropriations. : '

Note: The Texas School Trust Fund would be required to be distributed as provided -
by general law. Since the resolution does not appear to contain a self-enacting
appropriation, it is assumed that the Legislature - would make the requisite.
appropriations each biennium for the distribution of money to the school districts.
(The fiscal impact noted assumes appropriations.) o | '

Methodology
- The estimatgd impact“of this bill is based on the"fol_lowihg methodology. B

| _Thé Comptfblléf' 'eStimétﬁIhe"ﬁi}nib’e‘rjbf homeownersquahﬁedforthehomestead o
"exemption and the total 1996-cost.” This cost was trended up to reflect.the growth in
. homeowners, property values and ‘maintenarice and operations tax-rates through the - -

s o

«




projection period. From fiscal year 1999 forward, the estimate incorporates the
additional cost to the tax ceiling on homesteads of the elderly.

The probable fiscal implications of implementing the provisions of the bill during
each of the first five years following passage is estimated as follows:

Five Year Impact:

; Fiscal Year Probable Savings/(Cost) from Texas '
{ School Trust Fund i
; 0001 |
; 1998 ($702,967,000)'
; 1999 (897,390,000
E 2000 (936,039,000
2001 (976,135,000
| 2002 (1,017,728,000)

Net Impact on General Revenue Related Fundsﬁ

The probable fiscal implication to General Revenue related funds during each of the
first five years is estimated as follows: ‘

[ Fiscal Year Probable Net Positive/(Negative)
Impact to General Revenue Related
Funds |
1998 (8702,967,000)
1999 (897,390,000)
2000 (936,039,000
2001 (976,135,000)
2002 (1,017,728,000)

Similar annual fiscal implications would continue as long as the provisions of the bill
are in effect.

LOCAL
The bill would impact other local taxing units that provide funding for their local

appraisal district operating budget. Under current law, each taxing unit participating
in the district is allocated a portion of the amount of the budget. This is equal to the
percentage of unit levy to the total district levy for all taxing units. A reduction in
school district levies, will increase the proportional cost to other taxing units in the
appraisal district. It has been estimated that other taxing units will experience an
increase of approximately $20 million per year in their pro rata cost of appraisal
district operations. This figure does not include increases in administrative cost
incurred by appraisal districts from the provisions of the bill.




Source:

Agencies: 304 Comptroller of Public Accounts
307 Secretary of State
302 Office of the Attorney General
701 Texas Education Agency - Administration

LBB Staff: JK, RR, BR




LEGISLATIVE BUDGET BOARD

Tax/Fee Equity Note
May 7, 1997
TO: Honorable Kenneth Armbrister, Chair IN RE: House Joint Resolution
Committee on Tax Reform & Public School No. 4, Committee Report
Finance 2nd House, Substituted
Senate By: Craddick

Austin, Texas

FROM: John Keel, Director

In response to your request for an Tax/Fee Equity Note on HIR4 (proposing a constitutional
amendment dedicating lottery proceeds to public education, authorizing certain taxes on entities,
and providing for the transfer or further reduction of a limitation of school tax on homesteads of
the elderly.) this office has determined the following:

See Tax Equity Note for Senate Committee Substitute for House Bill 4.



LEGISLATIVE BUDGET BOARD

Equalized Education Funding Impact Statement

May 7, 1997

TO: ©  Honorable Kenneth Armbrister, Chair
Committee on Tax Reform & Public School

Finance
Senate

Austin, Texas

FROM:

In response to your request for a Equalized Education Funding Impact Statement on HJR4 (

John Keel. Director

IN RE: House Joint Resolution

No. 4, Committee Report

2nd House, Substituted
By: Craddick

proposing a constitutional amendment providing financial support for elementary and secondary

public education, dedicating revenue and authorizing priority allocations of certain revenue,
authorizing a state property tax and certain taxes on entities, providing property tax relief and

reduced school taxes on residential property, including certain homestead property, and making

implementation and conforming amendments.) this office has determined the following:

The bill would make structural and formula changes to the Foundation School Program. The

percent of equalized revenue in the system during each of the first five years following passage is

estimated as follows:

Fiscal Year

1998

e

2000

2002

Percent of Students in the

__Equalized System |
94.80%|

| 94.70%
94.90%

95.00%

95.00%

Percent of Revenue in the
_Equalized System _

~ 98.93%
- 99.07%

99.15%

9921%
9925%




'LEGISLATIVE BUDGET BOARD

Tax/Fee Equity Note

April 17, 1997

TO: Honorable Paul Sadler, Chair IN RE: House Joint Resolution
Committee on Revenue and Public Education No. 4, Committee Report
Funding 1st House, Substituted
House By: Craddick/et al.

Austin, Texas

FROM: John Keel, Director

In response to your request for a Tax/Fee Equity Note on HJR4 (proposing a constitutional
amendment providing financial support for elementary and secondary public education,
dedicating revenue and authorizing priority allocations of certain revenue, authorizing a state
property tax and certain taxes on entities, providing property tax relief and reduced school taxes
on residential property, including certain homestead property, and making implementation and
conforming amendments.) this office has determined the following:

The resolution would allow the imposition of a privilege or franchise tax on the income

or capital of a corporation, partnership, or business entity other than a sole proprietorship.

No prohibition would be made on the ability to impose taxes on a municipal gas, electric,
or water utility. The resolution would allow the state to impose a $1.05 per $100 market
value ad valorem tax on property for elementary and secondary public school purposes.

The constitutional amendment would be submitted to the voters at an election to be held
on August 9, 1997.

See Tax Equity Note for Committee Substitute for House Bill 4.

Nrarr




LEGISLATIVE BUDGET BOARD

Tax/Fee Equity Note

TO: - Honorable Paul Sadler, Chair IN RE: House Joint Resolution
Committee on Revenue and Public Education No. 4
Funding By: Craddick/et al.
House :

Austin, Texas

.FROM; John Keel, Director

In response to your request for an Tax/Fee Equity Note on HIR4 ( Proposing a constitutional
amendment to provide a school property tax cut, create the Texas School Trust Fund, authorize
the replacement of certain taxes, and dedicate certain revenue for primary and secondary public)
this office has determined the following:

The resolution would propose a constitutional amendment establishing the Texas School Trust
Fund and would propose an increase of $20,000 in a school district residential homestead
exemption. The $20,000 increase would be applicable to maintenance and operation taxes of a
school district.

The resolution would also authorize the Legislature, by general law, to enact other tax measures
regarding, property tax exemptions and new business taxes.

See Tax Equity Note for House Bill 4.

Source Agencies: Comptroller of Public Accounts, Texas Apartment Association, Inc.

LBB Staff: BR, RS, SM, RR

——
-
——————




LEGISLATIVE BUDGET BOARD

Equalized Education Funding Impact Statement

April 17, 1997

TO: Honorable Paul Sadler, Chair IN RE: House Joint Resolution
Committee on Revenue and Public Education - No. 4, Committee Report
Funding 1st House, Substituted
House By: Craddick

Austin, Texas

FROM: John Keel, Director

In response to your request for a Equalized Education Funding Impact Statement on HJR4 (
proposing a constitutional amendment to provide school ad valorem tax relief and replacement
revenue for school districts.) this office has determined the following:

The impact of this bill on equalized funding requirements and policies affecting public education
would depend on the language of the enabling legislation, see the Equalized Education Funding
Impact Statement for the House Committee Substitute for HB 4.




LEGISLATIVE BUDGET BOARD

Equalized Education Funding Impact Statement

TO: Honorable Paul Sacller». Chair IN RE: House Joint Resolution

Committee on Revenue and Public Education No. 4
Funding By: Craddick/et al.
House

Austin, Texas

FROM: John Keel, Director

In response to your request for a Equalized Education Funding Impact Statement on HJR4 (
Proposing a constitutional amendment to provide a school property tax cut, create the Texas
School Trust Fund, authorize the replacement of certain taxes, and dedicate certain revenue for
primary and secondary public schools.) this office has determined the following:

The impact of this bill on equalized funding requirements and policies affecting public education
would depend on the language of the enabling legislation, see the Equalized Funding Impact
Statement for HB4.
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H.J.R. No. 4

A JOINT RESOLUTION

proposing a constitutional amendment providing for certain priority
and minimum funding for public schools, dedicating certain lottery
proceeds to public education, authorizing certain taxes on
entities, authorizing the creation of a commission to study
efficiency in state government, and providing for transfer or
further reduction of a limitation of school tax on homesteads of
the elderly.

BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF TEXAS:

SECTION 1. Article III, Texas Constitution, is amended by
adding Section 3la to read as follows:

Sec. 3la. (a) The legislature by general law may create a

Texas Grace Commission to study state agencies, institutions, and

programs in the executive department of state government and

recommend that certain of those agencies, institutions, or programs

be abolished or reduced to a specified size or otherwise modified

to make them more cost effective.

(b) This section expires on September 1, 1999.

SECTION 2. Section 47, Article III, Texas Constitution, is
amended by adding Subsection (f) to read as follows:

(f) Money received by the State from the operation of

lotteries, less amounts paid for lottery prizes and administrative

costs, may be spent only as provided by general law for public free

schools.

SECTION 3. Section 1, Article VII, Texas Constitution, |is
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amended to read as follows:

Sec. 1. (a) A general diffusion of knowledge being
essential to the preservation of the liberties and rights of the
people, it shall be the duty of the Legislature of the State to
establish and make suitable provision for the support and
maintenance of an efficient system of public free schools.

(b) The financial support of public free schools shall be

the first priority among State spending and appropriations, subject

only to the dedication of revenue otherwise provided by this

Constitution and to the payment of lawfully incurred State debt.

(c) The Legislature may not appropriate, for any biennium,

an amount of State funds for the maintenance and operation of

public free schools and for the erection and equipment of public

school buildings that is less than the amount appropriated for

those purposes in the prior biennium, adjusted for student

population growth and inflation in the cost of educational goods

and services.

SECTION 4. Section 1, Article VIII, Texas Constitution, is
amended by amending Subsection (c¢) and adding Subsection (c-1) to
read as follows:

(c) The Legislature may provide for the taxation of
intangible property and may also impose occupation taxes, both upon
natural persons and upon corporations, other than municipal, doing
any business in this State. Subject to the restrictions of Section
24 of this article, it may also tax incomes of both natural persons

and corporations other than municipal. It may also impose

privilege or franchise taxes measured by the income or taxable
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capital of a corporation, partnership, or other business entity

other than a sole proprietorship. A sole proprietorship [Persens]

engaged in mechanical or [and] agricultural pursuits shall never be

required to pay an occupation tax.

(c-1) The use of income earned or receipts after December

31, 1996, to measure or apportion to this State a privilege or

franchise tax authorized by Subsection (c) of this section is not

prohibited. This subsection expires January 1, 2000.

SECTION 5. Section 1-b(d), Article VIII, Texas Constitution,
is amended to read as follows:

(d) Except as otherwise provided by this subsection, if a
person receives the residence homestead exemption prescribed by
Subsection (c) of this section for homesteads of persons sixty-five
(65) years of age or older, the total amount of ad valorem taxes
imposed on that homestead for general elementary and secondary
public school purposes may not be increased while it remains the
residence homestead of that person or that person's spouse who
receives the exemption. If a person sixty-five (65) years of age
or older dies in a year in which the person received the exemption,
the total amount of ad valorem taxes imposed on the homestead for
general elementary and secondary public school purposes may not be
increased while it remains the residence homestead of that person's
surviving spouse if the spouse is fifty-five (55) years of age or
older at the time of the person's death, subject to any exceptions

provided by general law. The legislature, by general law, may

provide for the transfer of all or a proportionate amount of a

limitation provided by this subsection for a person who qualifies
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for the 1limitation and subsequently establishes a different

residence homestead. However, taxes otherwise 1limited by this

subsection may be increased to the extent the value of the
homestead is increased by improvements other than repairs or
improvements made to comply with governmental requirements and

except as may be consistent with the transfer of a limitation

under this subsection. If the total amount of a school district's

taxes imposed in the 1997 tax year for public free school purposes

on a residence homestead subject to a limitation provided by this

subsection is less than the total amount of the school district's

taxes on that residence homestead for those purposes in the first

year that the residence homestead qualified for the limitation, in

a subsequent tax year the total amount of taxes the school district

may impose on the residence homestead for public free school

purposes while it remains the residence homestead of a person

entitled to the limitation may not exceed the amount of the 1997

school district taxes, except as otherwise provided by this

subsection.

SECTION 6. Section 24, Article VIII, Texas Constitution, is
amended by adding Subsection (k) to read as follows:

(k) This section does not apply to a privilege or franchise

tax measured by the income of a corporation, partnership, or other

business entity, other than a sole proprietorship.

SECTION 7. The following temporary provision is added to the

Texas Constitution:

TEMPORARY PROVISION. (a) Subsection (a), Section 35,

Article III, of this constitution does not apply to H.B. No. 4,
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Acts of the 75th Legislature, Regular Session, 1997.

(b) This temporary provision is executed on adoption and

expires January 1, 2003.

SECTION 8. This proposed constitutional amendment shall be
submitted to the voters at an election to be held August 9, 1997.
The ballot shall be printed to permit voting for or against the
proposition: "The constitutional amendment to dedicate lottery
revenue for public education, authorize a privilege or franchise
tax on the income and capital of business organizations other than
sole proprietorships, provide for the transfer to a different
homestead of the school property tax freeze on homesteads of the
elderly and the adjustment of the tax freeze for certain
homesteads, provide for the creation of a commission to study and
make recommendations on efficiency 1in state government, and
establish public schools as the first priority in state spending

and preserve the level of state funding of public schools."
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LEGISLATIVE BUDGET BOARD
Austin, Texas

FISCAL NOTE
75th Regular Session

May 10, 1997

To: Honorable James E. "Pete" Laney - IN RE: House Joint Resolution
Speaker of the House _ , No. 4, As Passed 2nd House
House of Representatives  Craddick
Austin, Texas '

From: John Keel, Director

In response to your request for a Fiscal Note on HIR4 (proposing a constitutional amendment
dedicating lottery proceeds to public education, authorizing certain taxes on entities, and
providing for the transfer or further reduction of a limitation of school tax on homesteads of the
elderly.) this office has determined the following: '

] Biennial Net Impact to General Revenue Funds by HJR4-As Passed 2nd House
The fiscal implication to the State and units of local government would depend on the enabling
legislation. The effects of House Joint Resolution 4, As Passed 2nd House, are included in the
fiscal note on the As Passed 2nd House version of House Bill 4.

The cost to the state for publication of the resolution is $71,000.

The resolution proposes a constitutional amendment which, if adopted, would do the
following: ' :

(1) allow the Legislature to establish a commission that would make recommendations
regarding abolition or modification of executive agencies to make them more cost
effective; ‘

(2) dedicate net lottery revenue to elementary and secondary public education;

(3) provide that support of elementary and 'secoﬁdary' public education is the first




priority for State spending; and prohibit the”Lfegis'lature from appropriating less for
public schools in a biennium than in the prior biennium as adjusted for student
population growth and inflation in the cost of educational goods and services;

(4) authorize the Legislature to impose a franchise or privilege tax measured by
income or taxable capital on corporations, partnerships, and business entities other
than sole proprietorships; and allow income earned after December 31, 1996 to
measure or apportion the franchise tax;.

(5) allow the Legislature to provide for the transfer of the sixty-five or over tax freeze
to a different homestead and set the freeze level at the lower of the current freeze level
and the amount of 1997 school district taxes and

(6) exempt a franchise or pnv11ege tax, other than one imposed on a sole proprietor,
from the Article VIII, Section 24, requirements relatmg to the imposition of a net
income tax.

The proposed amendment would be submitted to the voters on August 9, 1997.

Source: Agencies:

LBB Staff: JK, RR, BR




CONFERENCE COMMITTEE REPORT FORM

Austin, Texas

=

=

Honorable Bob Bullock 20 Y%?::
President of the Senate ADOPTED 19 2
Honorable James E. “Pete” Laney MAY 3 1 1997 | ph ‘/'r’"w
Speaker of the House of Representatives &;u y i
é;‘ T S e O e

. "!‘)\
Sirs: Chief Cio it et

House of Floprass

Gh:9 Hd 62 AVHLE

We, Your Conference Committee, appointed to ad]ust the differences between the Senate and the
House of Representatives on P have had the same under
consideration, and beg to report it back with the recommendatlon that it do pass in the form and text

hereto attached.

On the part of the Senate On the part of the House

PR R o "R SRR B

Note to Conference Committee Clerk:

Please type the names of the members of the Conference Committee under the lines provided for signature. Those
members desiring to sign the report should sign each of the six copies. Attach a copy of the Conference Committee
Report and a Section by Section side by side comparison to each of the six reporting forms. The original and two copies

are filed in house of origin of the bill, and three copies in the other house.
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CONFERENCE COMMITTEE REPORT

H.J.R. No. 4

A JOINT RESOLUTION

proposing a constitutional amendment increasing the amount of the
school property tax residence homestead exemption and providing for
the continuation and reduction of the school tax limitation on the
homesteads of certain persons.

BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF TEXAS:

SECTION 1. Sections 1-b(c) and (d), Article VIII, Texas
Constitution, are amended to read as follows:

(c) Fifteen Thousand Dollars ($15,000) [Pive-—-Phousand

Beltars-{$57606%] of the market value of the residence homestead of
a married or unmarried adult, including one living alone, is exempt
from ad valorem taxation for general elementary and secondary

public school purposes. The legislature by general law may provide

that all or part of the exemption does not apply to a district or

political subdivision that imposes ad valorem taxes for public

education purposes but is not the principal school district

providing general elementary and secondary public education

throughout its territory. In addition to this exemption, the

legislature by general law may exempt an amount not to exceed Ten
Thousand Dollars ($10,000) of the market value of the residénce
homestead of a person who is disabled as defined in Subsection (b)
of this section and of a person sixty-five (65) years of age or
older from ad valorem taxation for general elementary and secondary
public school purposes. The legislature by general law may base

the amount of and condition eligibility for the additional

75R17195 JBN-D 1
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H.J.R. No. 4
exemption authorized by this subsection for disabled persons and
for persons sixty-five (65) years of age or older on economic need.
An eligible disabled person who is sixty-five (65) years of age or
older may not receive both exemptions from a school district but
may choose either. An eligible person is entitled to receive both
the exemption required by this subsection for all residence
homesteads and any exemption adopted pursuant to Subsection (b) of
this section, but the legislature shall provide by general law
whether an eligible disabled or elderly person may receive both the
additional exemption for the elderly and disabled authorized by
this subsection and any exemption for the elderly or disabled
adopted pursuant to Subsection (b) of this section. Where ad
valorem tax has previously been pledged for the payment of debt,
the taxing officers of a school district may continue to levy and
collect the tax against the value of homesteads exempted under this
subsection until the debt is discharged if the cessation of the
levy would impair the obligation of the contract by which the debt
was created. The legislature shall provide for formulas to protect
school districts against all or part of the revenue loss incurred
by the implementation of Article VIII, Sections 1-b(c), 1-b(d), and
1-d-1, of this constitution. The legislature by general law may
define residence homestead for purposes of this section.

(d) Except as otherwise provided by this subsection, if a
person receives the residence homestead exemption prescribed by
Subsection (c) of this section for homesteads of persons sixty-five
(65) years of age or older, the total amount of ad valorem taxes

imposed on that homestead for general elementary and secondary

75R17195 JBN-D 2
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H.J.R. No. 4
public school purposes may not be increased while it remains the
residence homestead of that person or that person's spouse who
receives the exemption. If a person sixty-five (65) years of age
or older dies in a year in which the person received the exemption,
the total amount of ad valorem taxes imposed on the homestead for
general elementary and secondary public school purposes may not be
increased while it remains the residence homestead of that person's
surviving spouse if the spouse is fifty-five (55) years of age or
older at the time of the person's death, subject to any exceptions

provided by general law. The legislature, by general law, may

provide for the transfer of all or a proportionate amount of a

limitation provided by this subsection for a person who qualifies

for the limitation and establishes a different residence homestead.

However, taxes otherwise 1limited by this subsection may be
increased to the extent the value of the homestead is increased by
improvements other than repairs or improvements made to comply with

governmental requirements and except as may be consistent with the

transfer of a limitation under this subsection. For a residence

homestead subject to the limitation provided by this subsection in

the 1996 tax vyear or an earlier tax year, the legislature shall

provide for a reduction in the amount of the limitation for the

1997 tax vyear and subsequent tax years in an amount equal to

$10,000 multiplied by the 1997 tax rate for general elementary and

secondary public school purposes applicable to the residence

homestead.

SECTION 2. The following temporary provision is added to the

Texas Constitution:

75R17195 JBN-D 3
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H.J.R. No. 4

TEMPORARY PROVISION. (a) This temporary provision applies

to the constitutional amendment proposed by H.J.R. No. 4, 75th

Legislature, Regular Session, 1997, and expires January 2, 1998.

(b) The amendment to Section 1-b(c), Article VIII, of this

constitution takes effect for the tax vyear beginning January 1,

1997.
SECTION 3. This proposed constitutional amendment shall be
submitted to the voters at an election to be held August 9, 1997.
The ballot shall be printed to permit voting for or against the
proposition: "The constitutional amendment providing school
property tax relief by increasing the residence homestead exemption
by $10,000 and providing for the transfer of the tax limitation to
another qualified homestead for persons over 65 and a reduction in

taxes on homesteads subject to the limitation."

75R17195 JBN-D 4



HOUSE VERSION

SECTION 1. Amends Section 1, Article VII, Texas
Constitution, to establish the financial support of elementary
and secondary public school education as the first priority
among state spending and appropriations, subject only to
constitutional revenue dedications and the payment of
lawfully incurred state debt. Sets forth as state policy the
state’s responsibility for the provision of public education,
encompassing the provision and substantial financing through
state revenue of a thorough and efficient system that gives
students access to programs and services appropriate to their
educational needs on a substantially equal basis. Requires the
public school finance system to adhere to a standard of
neutrality that provides for substantially equal access to
similar revenue per student at similar tax effort, considering
legitimate student and district cost differential factors.
Prohibits the legislature from appropriating, for any biennium,
an amount of state funds for the maintenance and operation of
public schools and their buildings that is less than the amount
appropriated in the prior biennium, adjusted for student
population growth.

SECTION 2. Amends Section 1-e, Article VIII, Texas
Constitution, to authorize the legislature to impose a state
property tax for elementary and secondary public free school
purposes, at a rate not to exceed $1.05 per $100 of taxable
value, on property not subject to taxation for maintenance and
operations purposes by a school district and not otherwise
exempted by this constitution or by the legislature under the

75R17295 CCK-D

House Joint Resolution 4
Conference Committee Report
Section-by-Section Analysis
May 28, 1997

SENATE VERSION

SECTION 3. Establishes the same priority but uses "public
free schools" rather than "elementary and secondary public
school education.” Deletes the portions relating to the state's
responsibility for the provision of public education and the
adherence to a standard of neutrality. Includes the prohibition
relating to appropriations but allows adjustment for
educational cost inflation as well as student population
growth.

No equivalent provision.

CONFERENCE

No equivalent provision.

No equivalent provision.



HOUSE VERSION

authority of this constitution. Authorizes the legislature to
provide for the appraisal, equalization of taxable value, and
collection of taxes imposed on property subject to a state
property tax. Deletes obsolete language relating to the
disposition of receipts from the previously authorized state
property tax. Authorizes the legislature to exempt from state
property taxes all or part of any property value that was
exempted from school district property taxes pursuant to a tax
abatement agreement entered into by the school district before
January 1, 1997, or in certain reinvestment zones created on
or before April 1, 1997. Adds a temporary provision,
effective through the end of the 1999 property tax year, that
requires state property taxes to be assessed on the valuation of
property subject to those taxes as determined by appraisal
officials in the county where the property is located, and
provides that the assessment of a state property tax on that
valuation is valid if the appraisal and equalization process
conform to accepted standards and practices. Authorizes the
legislature by general law to authorize the state to use
increases in property tax revenues imposed on property in a
reinvestment zone to finance the development or
redevelopment of property in the zone under certain
circumstances.

SECTION 3. Amends Section 3, Article VII, Texas
Constitution, to provide that lottery proceeds, less prize
money and administrative costs, be spent only for elementary
and secondary public free schools. Cross references the new

75R17295 CCK-D

House Joint Resolution 4
Conference Committee Report
Section-by-Section Analysis
May 28, 1997

SENATE VERSION

SECTION 2. Adds Section 47(f), Article III, Texas
Constitution, to provide that lottery proceeds, less prize
money and administrative costs, be spent only as provided by
general law for public free schools.

CONFERENCE

No equivalent provision.



HOUSE VERSION

version of the state property tax in Section 1-¢, Article VIII,
Texas Constitution, as amended by SECTION 2. Deletes
obsolete references to the original state property tax and poll
taxes. Authorizes the legislature to empower school districts
to impose property taxes on residential property, as that
property is defined by law, for purposes of maintenance and
operations. Authorizes the legislature to set a statutory cap on
school district property taxes, but prohibits a school district
tax for maintenance and operations at a rate greater than $1.05
per $100 valuation of taxable property. Authorizes the
legislature to provide for school districts to impose an
additional property tax on all otherwise nonexempt property
for purposes of the erection and equipment of school
buildings if approved in an election by a majority of the voters
of a school district. Makes conforming changes.

SECTION 4. Amends Section 1, Article VIII, Texas
Constitution, to authorize the legislature to impose privilege
or franchise taxes, measured by the income or taxable capital
of a corporation, partnership, or business entity other than a
sole proprietorship. Exempts sole proprietorships engaged in
mechanical or agricultural pursuits from ever being be
required to pay an occupation tax. Provides that this
subsection does not prohibit a tax on a municipal
corporation's gas, electric, or water utility. Adds a temporary
provision, effective until January 1, 2000, that allows the use
of income earned or receipts after December 31, 1996, to
measure or apportion to this state a privilege or franchise tax.

75R17295 CCK-D

House Joint Resolution 4
Conference Committee Report
Section-by-Section Analysis
May 28, 1997

SENATE VERSION

SECTION 4. Similar to House version in authorizing the
legislature to impose privilege or franchise taxes, measured
by the income or taxable capital of a corporation, partnership,
or business entity other than a sole proprietorship; exempting
sole proprietors engaged in mechanical or agricultural
pursuits from ever having to pay an occupation tax; and
allowing the use of income earned or receipts after December
31, 1996, for apportionment purposes in regard to state
privilege or franchise taxes. Senate version does not include
House provisions relating to the imposition of taxes on
municipal gas, electric, or water utilities, nor to the
legislature's authority to limit both the maximum annual

CONFERENCE

No equivalent provision.



HOUSE VERSION

Allows the legislature to limit, by general law, the maximum
annual increase in the appraised value of residence
homesteads for property tax purposes to provide tax relief
under certain circumstances, and to limit the frequency with
which increases in the appraised value of real property may be
recognized.

SECTION 5. Amends Section 1-b(d), Article VIII, Texas
Constitution.

No equivalent provision.

(d) Authorizes the legislature, by general law, to provide for
the transfer of the tax freeze on residence homesteads of the
elderly, for those who qualify for the freeze and establish a
different residence homestead. Provides that if the tax
imposed on an elderly homeowner's property in 1997 under
a lower school district tax rate is less than the tax previously
imposed, the 1997 amount becomes the new cap for that
homeowner. Removes obsolete references to county

75R17295 CCK-D

House Joint Resolution 4
Conference Committee Report
Section-by-Section Analysis
May 28, 1997

SENATE VERSION

increases in appraised residential values for property tax
purposes and the frequency with which increases in appraised
property value may be recognized.

SECTION 5. Amends Section 1-b(d), Article VIII, Texas
Constitution.

No equivalent provision.

(d) Substantively the same as the House version, although not
identical in language. Refers to "public free school purposes"
rather than "elementary and secondary public school
purposes.”

CONFERENCE

SECTION 1. Amends Sections 1-b(c) and (d), Article VIII,
Texas Constitution.

(c) Increases from $5,000 to $15,000 the residence
homestead exemption from ad valorem taxation for general
elementary and secondary public school purposes. Authorizes
the legislature, by general law, to provide that all or part of
the exemption does not apply to a district or political
subdivision that imposes ad valorem taxes for public
education purposes but is not the principal school district
providing general elementary and secondary public education
throughout its territory.

(d) Includes the House version's authorization of the
legislature to provide for the transfer of the freeze. Directs
the legislature to provide for a reduction in the freeze amount
for 1997 and subsequent years for residence homesteads that
were subject to the freeze in 1996 or earlier in an amount

equal to $10,000 multiplied by the applicable 1997 school tax
rate.




HOUSE VERSION

education districts.

SECTION 6. Adds Section 1-b-2, Article VIII, Texas
Constitution, applicable to certain escrow accounts that are
required to be maintained in connection with a mortgage on
a residence. Requires the person controlling the escrow
account to deliver to the person who pays money into the
account a notice of property tax reductions resulting from tax
relief legislation and a likely consequent decrease in required
payments into the account. Sets forth the language of the
notice. Provides for an expiration of the section on
December 31, 1998.

SECTION 7. Adds Section 1-b-3, Article VIII, Texas
Constitution, to require the chief appraiser of each appraisal
district, not later than October 1, 1997, to send to each owner
of a residence homestead in the appraisal district a notice of
school district property tax reductions resulting from tax relief
legislation, and providing other information. Sets forth the
language of the notice. Provides for the expiration of the
section on December 31, 1998.

SECTION 8. Amends Section 1-j, Article VIII, Texas
Constitution, to provide that the freeport exemption on certain
property does not apply to the state property tax if the
property is located in a school district that taxes it for the tax
year.

75R17295 CCK-D

House Joint Resolution 4
Conference Committee Report
Section-by-Section Analysis
May 28, 1997

SENATE VERSION

No equivalent provision.

No equivalent provision.

No equivalent provision.

CONFERENCE

No equivalent provision.

No equivalent provision.

No equivalent provision.



HOUSE VERSION

SECTION 9. Adds Section 1-m, Article VIII, Texas
Constitution, to authorize the legislature, by general law, to
allow certain owners of producing oil and gas property to
elect to pay a gross wellhead receipts tax in lieu of property
taxes. Directs revenue from such gross receipts taxes to the
same uses and purposes as the revenue from property taxes.

SECTION 10. Adds Section 1-n, Article VIII, Texas
Constitution, to allow the legislature, by general law, to make
a river authority that owns or operates one or more steam
generating plants subject to a franchise tax, but restricts the
legislature's imposition of such franchise taxes to the portion
of the authority's business that is directly related to the
generation, transmission, or distribution of electricity, and at
a rate not to exceed the rate imposed on private entities
similarly engaged in the electric business.

SECTION 11. Amends Section 22, Article VIII, Texas
Constitution, to add a subsection providing that the restriction
on the rate of growth of appropriations from nondedicated
revenue does not apply, for the FY2000-FY2001 biennium, to
appropriations to the extent made from the amount of the
increase in revenue resulting from House Bill 4, 75th
Legislature, Regular Session, 1997. Provides for expiration
of the subsection on September 1, 2001.

SECTION 12. Adds Subsection (k), Section 24, Article VIII,
Texas Constitution, to provide that the restrictions on

75R15322 JLZ-CCK

House Joint Resolution 4
Conference Committee Report
Section-by-Section Analysis
May 13, 1997

SENATE VERSION

No equivalent provision.

No equivalent provision.

No equivalent provision.

SECTION 6. Same as House version.

CONFERENCE

No equivalent provision.

No equivalent provision.

No equivalent provision.

No equivalent provision.



HOUSE VERSION

imposition of a personal income tax do not apply to a
privilege or franchise tax measured by the income of a
corporation, partnership, or other taxable business entity,
other than a sole proprietorship.

SECTION 13. Adds Section 31a, Article III, Texas
Constitution, to authorize the legislature, by general law, to
create a Texas Grace Commission to study state agencies,
institutions, and programs in the executive branch and
recommend that certain of those agencies, institutions, or
programs be abolished, reduced in size, or otherwise modified
to make them more cost-effective. Provides that the
legislature must accept or reject, but may not amend, each
substantive recommendation presented it by the commission.
Provides for the repeal of the section on September 1, 1999.

No equivalent provision.

No equivalent provision.

75R15322 JLZ-CCK

House Joint Resolution 4
Conference Committee Report
Section-by-Section Analysis
May 13, 1997

SENATE VERSION

SECTION 1. Same as House version, but deletes the
restriction on the legislature relating to the acceptance or
rejection of, but not the amendment of, commission
recommendations.

SECTION 7. Adds a temporary provision stating that the
constitutional restriction on the inclusion of more than one
subject in a bill does not apply to House Bill 4, 75th
Legislature, Regular Session, 1997. Provides that the
temporary provision is executed on adoption and expires on
January 1, 2003.

No equivalent provision.

CONFERENCE

No equivalent provision.

No equivalent provision.

SECTION 2. Adds a temporary provision, which expires
January 2, 1998, to provide that the portion of the
constitutional amendment that increases the homestead

exemption takes effect for the tax year beginning January 1,
1997.



HOUSE VERSION

SECTION 14. Provides for an election date of August 9,
1997, for the constitutional amendment proposed by the joint
resolution. Lists the items to be included in the ballot
language for the amendment proposition, including reference
to (1) the dedication of lottery revenue to public schools; (2)
authorization of a limited state property tax on nonresidential
property; (3) authorization of a privilege or franchise tax on
business income or capital and exempting sole proprietors; (4)
provision for portability of certain tax freezes for elderly
homeowners; (5) capping of school district maintenance and
operations tax rates; (6), authorization of legislative limits on
appraisal frequency and annual increases in appraised
property values; (7) creation of a commission on efficiency in
state government; (8) establishment of a school funding
equity standard; (9) provision for alternative taxation of oil
and gas interests; (10) authorization of a franchise tax on
certain electricity-generating river authorities; and (11)
establishment of public school funding as a state priority and
preservation of state school funding level.

75R15322 JLZ-CCK

House Joint Resolution 4
Conference Committee Report
Section-by-Section Analysis
May 13, 1997

SENATE VERSION

SECTION 8. Also provides for an election date of August 9,
1997, for the constitutional amendment proposed by the joint
resolution and specifies ballot language, but ballot language
reflects narrower scope of the joint resolution.

CONFERENCE

SECTION 3. Also provides for an election date of August 9,
1997, for the constitutional amendment proposed by the joint
resolution and specifies ballot language, but ballot language
reflects narrower scope of the joint resolution.
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CONFERENCE COMMITTEE REPORT

H.J.R. No. 4

A JOINT RESOLUTION

proposing a constitutional amendment increasing the amount of the
school property tax residence homestead exemption and providing for
the continuation and reduction of the school tax limitation on the
homesteads of certain persons.

BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF TEXAS:

SECTION 1. Sections 1-b(c¢) and (d), Article VIII, Texas
Constitution, are amended to read as follows:

(c) Fifteen Thousand Dollars ($15,000) [Pive--FPhoeusand

Beitars-{+$5760606)] of the market value of the residence homestead of
a married or unmarried adult, including one living alone, is exempt
from ad valorem taxation for general elementary and secondary

public school purposes. The legislature by general law may provide

that all or part of the exemption does not apply to a district or

political subdivision that imposes ad valorem taxes for public

education purposes but is not the principal school district

providing general elementary and secondary public education

throughout its territory. In addition to this exemption, the

legislature by general law may exempt an amount not to exceed Ten
Thousand Dollars ($10,000) of the market value of the residénce
homestead of a person who is disabled as defined in Subsection (b)
of this section and of a person sixty-five (65) years of age or
older from ad valorem taxation for general elementary and secondary
public school purposes. The legislature by general law may base

the amount of and condition eligibility for the additional
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H.J.R. No. 4
exemption authorized by this subsection for disabled persons and
for persons sixty-five (65) years of age or older on economic need.
An eligible disabled person who is sixty-five (65) years of age or
older may not receive both exemptions from a school district but
may choose either. An eligible person is entitled to receive both
the exemption required by this subsection for all residence
homesteads and any exemption adopted pursuant to Subsection (b) of
this section, but the legislature shall provide by general law
whether an eligible disabled or elderly person may receive both the
additional exemption for the elderly and disabled authorized by
this subsection and any exemption for the elderly or disabled
adopted pursuant to Subsection (b) of this section. Where ad
valorem tax has previously been pledged for the payment of debt,
the taxing officers of a school district may continue to levy and
collect the tax against the value of homesteads exempted under this
subsection until the debt is discharged if the cessation of the
levy would impair the obligation of the contract by which the debt
was created. The legislature shall provide for formulas to protect
school districts against all or part of the revenue 1loss incurred
by the implementation of Article VIII, Sections 1-b(c), 1-b(d), and
1-d-1, of this constitution. The legislature by general law may
define residence homestead for purposes of this section.

(d) Except as otherwise provided by this subsection, 1if a
person receives the residence homestead exemption prescribed by
Subsection (c) of this section for homesteads of persons sixty-five
(65) years of age or older, the total amount of ad valorem taxes

imposed on that homestead for general elementary and secondary

75R17195 JBN-D 2




H.J.R. No. 4
public school purposes may not be increased while it remains the
residence homestead of that person or that person's spouse who
receives the exemption. If a person sixty-five (65) years of age
or older dies in a year in which the person received the exemption,
the total amount of ad valorem taxes imposed on the homestead for
general elementary and secondary public school purposes may not be
increased while it remains the residence homestead of that person's
surviving spouse if the spouse is fifty-five (55) years of age or
older at the time of the person's aeath, subject to any exceptions

provided by general 1law. The 1legislature, by general law, may

provide for the transfer of all or a proportionate amount of a

limitation provided by this subsection for a person who qualifies

for the limitation and establishes a different residence homestead.

However, taxes otherwise 1limited by this subsection may be
increased to the extent the value of the homestead is increased by
improvements other than repairs or improvements made to comply with

governmental requirements and except as may be consistent with the

transfer of a limitation under this subsection. For a residence

homestead subject to the limitation provided by this subsection in

the 1996 tax vyear or an earlier tax year, the legislature shall

provide for a reduction in the amount of the 1limitation for the

1997 tax vear and subsequent tax years in an amount equal to

$10,000 multiplied by the 1997 tax rate for general elementary and

secondary public school purposes applicable to the residence

homestead.

SECTION 2. The following temporary provision is added to the

27 Texas Constitution:

75R17195 JBN-D 3
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H.J.R. No. 4

TEMPORARY PROVISION. (a) This temporary provision applies

to the constitutional amendment proposed by H.J.R. No. 4, 75th

Legislature, Regular Session, 1997, and expires January 2, 1998.

(b) The amendment to Section 1-b(c), Article VIII, of this

constitution takes effect for the tax vyear beginning January 1,

1997.

SECTION 3. This proposed'constitutional amendment shall be
submitted to the voters at an election to be held August 9, 1997.
The ballot shall be printed to permit voting for or against the
proposition: "The constitutional amendment providing school
property tax relief by increasing the residence homestead exemption
by $10,000 and providing for the transfer of the tax limitation to
another qualified homestead for persons over 65 and a reduction in

taxes on homesteads subject to the limitation."

75R17195 JBN-D 4




HOUSE VERSION

SECTION 1. Amends Section 1, Article VII, Texas
Constitution, to establish the financial support of elementary
and secondary public school education as the first priority
among state spending and appropriations, subject only to
constitutional revenue dedications and the payment of
lawfully incurred state debt. Sets forth as state policy the
state's responsibility for the provision of public education,
encompassing the provision and substantial financing through
state revenue of a thorough and efficient system that gives
students access to programs and services appropriate to their
educational needs on a substantially equal basis. Requires the
public school finance system to adhere to a standard of
neutrality that provides for substantially equal access to
similar revenue per student at similar tax effort, considering
legitimate student and district cost differential factors.
Prohibits the legislature from appropriating, for any biennium,
an amount of state funds for the maintenance and operation of
public schools and their buildings that is less than the amount
appropriated in the prior biennium, adjusted for student
population growth.

SECTION 2. Amends Section 1-e, Article VIII, Texas
Constitution, to authorize the legislature to impose a state
property tax for elementary and secondary public free school
purposes, at a rate not to exceed $1.05 per $100 of taxable
value, on property not subject to taxation for maintenance and
operations purposes by a school district and not otherwise
exempted by this constitution or by the legislature under the

75R17295 CCK-D

House Joint Resolution 4
Conference Committee Report
Section-by-Section Analysis
May 28, 1997

SENATE VERSION

SECTION 3. Establishes the same priority but uses "public
free schools" rather than "elementary and secondary public
school education." Deletes the portions relating to the state's
responsibility for the provision of public education and the
adherence to a standard of neutrality. Includes the prohibition
relating to appropriations but allows adjustment for
educational cost inflation as well as student population
growth.

No equivalent provision.

CONFERENCE

No equivalent provision.

No equivalent provision.



HOUSE VERSION

authority of this constitution. Authorizes the legislature to
provide for the appraisal, equalization of taxable value, and
collection of taxes imposed on property subject to a state
property tax. Deletes obsolete language relating to the
disposition of receipts from the previously authorized state
property tax. Authorizes the legislature to exempt from state
property taxes all or part of any property value that was
exempted from school district property taxes pursuant to a tax
abatement agreement entered into by the school district before
January 1, 1997, or in certain reinvestment zones created on
or before April 1, 1997. Adds a temporary provision,
effective through the end of the 1999 property tax year, that
requires state property taxes to be assessed on the valuation of
property subject to those taxes as determined by appraisal
officials in the county where the property is located, and
provides that the assessment of a state property tax on that
valuation is valid if the appraisal and equalization process
conform to accepted standards and practices. Authorizes the
legislature by general law to authorize the state to use
increases in property tax revenues imposed on property in a
reinvestment zone to finance the development or
redevelopment of property in the zone under certain
circumstances.

SECTION 3. Amends Section 3, Article VII, Texas
Constitution, to provide that lottery proceeds, less prize
money and administrative costs, be spent only for elementary
and secondary public free schools. Cross references the new

75R17295 CCK-D

House Joint Resolution 4
Conference Committee Report
Section-by-Section Analysis
May 28, 1997

SENATE VERSION

SECTION 2. Adds Section 47(f), Article III, Texas
Constitution, to provide that lottery proceeds, less prize
money and administrative costs, be spent only as provided by
general law for public free schools.

CONFERENCE

No equivalent provision.



HOUSE VERSION

version of the state property tax in Section 1-e, Article VIII,
Texas Constitution, as amended by SECTION 2. Deletes
obsolete references to the original state property tax and poll
taxes. Authorizes the legislature to empower school districts
to impose property taxes on residential property, as that
property is defined by law, for purposes of maintenance and
operations. Authorizes the legislature to set a statutory cap on
school district property taxes, but prohibits a school district
tax for maintenance and operations at a rate greater than $1.05
per $100 valuation of taxable property. Authorizes the
legislature to provide for school districts to impose an
additional property tax on all otherwise nonexempt property
for purposes of the erection and equipment of school
buildings if approved in an election by a majority of the voters
of a school district. Makes conforming changes.

SECTION 4. Amends Section 1, Article VIII, Texas
Constitution, to authorize the legislature to impose privilege
or franchise taxes, measured by the income or taxable capital
of a corporation, partnership, or business entity other than a
sole proprietorship. Exempts sole proprietorships engaged in
mechanical or agricultural pursuits from ever being be
required to pay an occupation tax. Provides that this
subsection does not prohibit a tax on a municipal
corporation's gas, electric, or water utility. Adds a temporary
provision, effective until January 1, 2000, that allows the use
of income earned or receipts after December 31, 1996, to
measure or apportion to this state a privilege or franchise tax.

75R17295 CCK-D

House Joint Resolution 4
Conference Committee Report
Section-by-Section Analysis
May 28, 1997

SENATE VERSION

SECTION 4. Similar to House version in authorizing the
legislature to impose privilege or franchise taxes, measured
by the income or taxable capital of a corporation, partnership,
or business entity other than a sole proprietorship; exempting
sole proprietors engaged in mechanical or agricultural
pursuits from ever having to pay an occupation tax; and
allowing the use of income earned or receipts after December
31, 1996, for apportionment purposes in regard to state
privilege or franchise taxes. Senate version does not include
House provisions relating to the imposition of taxes on
municipal gas, electric, or water utilities, nor to the
legislature's authority to limit both the maximum annual

CONFERENCE

No equivalent provision.



HOUSE VERSION

Allows the legislature to limit, by general law, the maximum
annual increase in the appraised value of residence
homesteads for property tax purposes to provide tax relief
under certain circumstances, and to limit the frequency with
which increases in the appraised value of real property may be
recognized.

SECTION 5. Amends Section 1-b(d), Article VIII, Texas
Constitution.

No equivalent provision.

(d) Authorizes the legislature, by general law, to provide for
the transfer of the tax freeze on residence homesteads of the
elderly, for those who qualify for the freeze and establish a
different residence homestead. Provides that if the tax
imposed on an elderly homeowner's property in 1997 under
a lower school district tax rate is less than the tax previously
imposed, the 1997 amount becomes the new cap for that
homeowner. Removes obsolete references to county

75R17295 CCK-D

House Joint Resolution 4
Conference Committee Report
Section-by-Section Analysis
May 28, 1997

SENATE VERSION

increases in appraised residential values for property tax
purposes and the frequency with which increases in appraised
property value may be recognized.

SECTION 5. Amends Section 1-b(d), Article VIII, Texas
Constitution.

No equivalent provision.

(d) Substantively the same as the House version, although not
identical in language. Refers to "public free school purposes”
rather than "elementary and secondary public school
purposes."

CONFERENCE

SECTION 1. Amends Sections 1-b(c) and (d), Article VIII,
Texas Constitution.

(c) Increases from $5,000 to $15,000 the residence
homestead exemption from ad valorem taxation for general
elementary and secondary public school purposes. Authorizes
the legislature, by general law, to provide that all or part of
the exemption does not apply to a district or political
subdivision that imposes ad valorem taxes for public
education purposes but is not the principal school district
providing general elementary and secondary public education
throughout its territory.

(d) Includes the House version's authorization of the
legislature to provide for the transfer of the freeze. Directs
the legislature to provide for a reduction in the freeze amount
for 1997 and subsequent years for residence homesteads that
were subject to the freeze in 1996 or earlier in an amount

equal to $10,000 multiplied by the applicable 1997 school tax
rate.



HOUSE VERSION

education districts.

SECTION 6. Adds Section 1-b-2, Article VIII, Texas
Constitution, applicable to certain escrow accounts that are
required to be maintained in connection with a mortgage on
a residence. Requires the person controlling the escrow
account to deliver to the person who pays money into the
account a notice of property tax reductions resulting from tax
relief legislation and a likely consequent decrease in required
payments into the account. Sets forth the language of the

notice. Provides for an expiration of the section on
December 31, 1998.

SECTION 7. Adds Section 1-b-3, Article VIII, Texas
Constitution, to require the chief appraiser of each appraisal
district, not later than October 1, 1997, to send to each owner
of a residence homestead in the appraisal district a notice of
school district property tax reductions resulting from tax relief
legislation, and providing other information. Sets forth the
language of the notice. Provides for the expiration of the
section on December 31, 1998.

SECTION 8. Amends Section 1-j, Article VIII, Texas
Constitution, to provide that the freeport exemption on certain
property does not apply to the state property tax if the
property is located in a school district that taxes it for the tax
year.

75R17295 CCK-D

House Joint Resolution 4
Conference Committee Report
Section-by-Section Analysis
May 28, 1997

SENATE VERSION

No equivalent provision.

No equivalent provision.

No equivalent provision.

CONFERENCE

No equivalent provision.

No equivalent provision.

No equivalent provision.



HOUSE VERSION

SECTION 9. Adds Section 1-m, Article VIII, Texas
Constitution, to authorize the legislature, by general law, to
allow certain owners of producing oil and gas property to
elect to pay a gross wellhead receipts tax in lieu of property
taxes. Directs revenue from such gross receipts taxes to the
same uses and purposes as the revenue from property taxes.

SECTION 10. Adds Section 1-n, Article VIII, Texas
Constitution, to allow the legislature, by general law, to make
a river authority that owns or operates one or more steam
generating plants subject to a franchise tax, but restricts the
legislature's imposition of such franchise taxes to the portion
of the authority's business that is directly related to the
generation, transmission, or distribution of electricity, and at
a rate not to exceed the rate imposed on private entities
similarly engaged in the electric business.

SECTION 11. Amends Section 22, Article VIII, Texas
Constitution, to add a subsection providing that the restriction
on the rate of growth of appropriations from nondedicated
revenue does not apply, for the FY2000-FY2001 biennium, to
appropriations to the extent made from the amount of the
increase in revenue resulting from House Bill 4, 75th
Legislature, Regular Session, 1997. Provides for expiration
of the subsection on September 1, 2001.

SECTION 12. Adds Subsection (k), Section 24, Article VIII,
Texas Constitution, to provide that the restrictions on

75R15322 JLZ-CCK

House Joint Resolution 4
Conference Committee Report
Section-by-Section Analysis
May 13, 1997

SENATE VERSION

No equivalent provision.

No equivalent provision.

No equivalent provision.

SECTION 6. Same as House version.

CONFERENCE

No equivalent provision.

No equivalent provision.

No equivalent provision.

No equivalent provision.



HOUSE VERSION

imposition of a personal income tax do not apply to a
privilege or franchise tax measured by the income of a
corporation, partnership, or other taxable business entity,
other than a sole proprietorship.

SECTION 13. Adds Section 31la, Article III, Texas
Constitution, to authorize the legislature, by general law, to
create a Texas Grace Commission to study state agencies,
institutions, and programs in the executive branch and
recommend that certain of those agencies, institutions, or
programs be abolished, reduced in size, or otherwise modified
to make them more cost-effective. Provides that the
legislature must accept or reject, but may not amend, each
substantive recommendation presented it by the commission.
Provides for the repeal of the section on September 1, 1999.

No equivalent provision.

No equivalent provision.

75R15322 JLZ-CCK

House Joint Resolution 4
Conference Committee Report
Section-by-Section Analysis
May 13, 1997

SENATE VERSION

SECTION 1. Same as House version, but deletes the
restriction on the legislature relating to the acceptance or
rejection of, but not the amendment of, commission
recommendations.

SECTION 7. Adds a temporary provision stating that the
constitutional restriction on the inclusion of more than one
subject in a bill does not apply to House Bill 4, 75th
Legislature, Regular Session, 1997. Provides that the
temporary provision is executed on adoption and expires on
January 1, 2003.

No equivalent provision.

CONFERENCE

No equivalent provision.

No equivalent provision.

SECTION 2. Adds a temporary provision, which expires
January 2, 1998, to provide that the portion of the
constitutional amendment that increases the homestead

exemption takes effect for the tax year beginning January 1,
1997.



HOUSE VERSION

SECTION 14. Provides for an election date of August 9,
1997, for the constitutional amendment proposed by the joint
resolution. Lists the items to be included in the ballot
language for the amendment proposition, including reference
to (1) the dedication of lottery revenue to public schools; (2)
authorization of a limited state property tax on nonresidential
property; (3) authorization of a privilege or franchise tax on
business income or capital and exempting sole proprietors; (4)
provision for portability of certain tax freezes for elderly
homeowners; (5) capping of school district maintenance and
operations tax rates; (6), authorization of legislative limits on
appraisal frequency and annual increases in appraised
property values; (7) creation of a commission on efficiency in
state government; (8) establishment of a school funding
equity standard; (9) provision for alternative taxation of oil
and gas interests; (10) authorization of a franchise tax on
certain electricity-generating river authorities; and (11)
establishment of public school funding as a state priority and
preservation of state school funding level.

75R15322 JLZ-CCK

House Joint Resolution 4
Conference Committee Report
Section-by-Section Analysis
May 13, 1997

SENATE VERSION

SECTION 8. Also provides for an election date of August 9,
1997, for the constitutional amendment proposed by the joint
resolution and specifies ballot language, but ballot language
reflects narrower scope of the joint resolution.

CONFERENCE

SECTION 3. Also provides for an election date of August 9,
1997, for the constitutional amendment proposed by the joint
resolution and specifies ballot language, but ballot language
reflects narrower scope of the joint resolution.



LEGISLATIVE BUDGET BOARD
Austin, Texas

FISCAL NOTE
75th Regular Session
May 30, 1997
To: Honorable Bob Bullock Honorable James E. "Pete" Laney
Lieutenant Governor Speaker of the House
Senate House of Representatives
Austin, Texas Austin, Texas

From: John Keel, Director

In response to your request for a Fiscal Note on HIR4 (proposing a constitutional amendment
increasing the amount of the school property tax residence homestead exemption and providing
for the continuation and reduction of the school tax limitation on the homesteads of certain
persons) this office has determined the following:

i Biennial Net Impact to General Revé_:nue Funds by HJR4-Conference Cpmmittee Report

Implementing the provisions of the bill would result in a net negative impact of
$(1,044,625,000) to General Revenue Related Funds through the biennium ending August 31,
1999.

Fiscal Analysis

The resolution proposes a constitutional amendment that would increase the
homestead exemption for school district property taxes by $10,000.

The proposed amendment would adjust the school district tax freeze for sixty-five and
older homeowners so that the benefit of the $10,000 increase in the homestead
exemption would be realized by those homeowners currently eligible for the freeze.

The proposed amendment would also allow the Legislature to provide for the transfer
of all or part of the sixty-five or over tax freeze to a different homestead.

The amendment would be submitted to the voters on August 9, 1997.
The cost to the state for publication of the resolution is $71,000.

Methodology
Estimates of the revenue loss from the increased homestead exemption are based on
estimates provided by the Comptroller of Public Accounts. The fiscal note assumes
that the State would fully offset the property tax losses to school districts with
increased state aid under the foundation school program.
The probable fiscal implication relating to the increased homestead exemption and

publication of the resolution during each of the first six years following passage is
estimated as follows:




Six Year Impact:

Fiscal Year Probable Savmgs/(Cost) from General Probable Savmgs/(Cost) from General
Revenue Fund | Revenue Fund for Publication of the !

! Resolution
| i ‘ ) ooor | - 0001 i
: 1997 . ) S sol , ~(871,000):
1998 . (51] 665 000)1 N 01
1999 ) , (532,889,000)| 0
2000 . B (554,893,000)" o 0,
| 2001 i (577,704,000), _ 0;
2002 (601,350,000). 0

The fiscal note reflects only the costs related to the increased homestead exemption
for school district property taxes. (These costs are also included in the fiscal note for
the Conference Committee Report of House Bill 4.)

The effect of portability of the sixty-five and over freeze would depend on the
enabling legislation, House Bill 4.

Net Impact on General Revenue Related Funds:

The probable fiscal implication to General Revenue related funds during each of the
first five years is estimated as follows:

Fiscal Year T Probable Net Positive/(Negative) “

+ Impact to General Revenue Related

S l ~_ Funds o

, 1997 : - S (871,000)
| 1998 o (511,665,000),
1999 . N ~(532,889,000),
} 2000 + ~ ) _(554,893,000)i
: 2001 | ) ) ~ (577,704,000);
L 2002 ' ~(601,350,000),

Similar annual fiscal implications would continue as long as the provisions of the
amendment are in effect.

The fiscal implications to school districts would depend on the enabling legislation,
House Bill 4, therefore the fiscal implications to school districts are shown in the
fiscal note for that bill. The increase in the school district homestead exemption
would have the effect of shifting a small portion of appraisal district administrative
cost from school districts to other taxing units.

Source: Agencies:
304 Comptroller of Public Accounts, 701 Texas Education Agency - Administra

LBB Staff: JK, RR, RS, BR
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CONFERENCE COMMI'ITEE REPORT FORM

Austin, Texas

A
May 3, 1997
Date
Honorable Bob Bullock

President of the Senate == -
=~
Honorable James E. “Pete” Laney i ;;:: 5
Speaker of the House of Représentatives . e s
Sirs: : 2)% I/
qu‘ —t
e

We, Your Conference Committee, appointed to adjust the differences between the Senatg. and the
House of Representatives on ___ ____RIRY . have had the sa¥le under
consideration, and beg to report it back with the recommendation that it do pass in thé form and text

hereto attached

i /7z 4 CAA
On the part of the Senaté Ori the part of the House
Semtmt’lmmmsmpim - Rep. Mark Stiles '

Note to Conference Committee Clerk L . ' : ' o

Please type the names of the members of the Conference Committee under the lines provided for signature. Those

members desiring to sign the report should sign each of the six copies. Attach a copy of the Conference Committee

" - Reportand aSection by Section side by side comparison to each of the six reporting forms The orlglnal and two copies
are ﬂled in house of origin of the bill, and three copies in the other house. '
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COMMITTEE REPORT

3t Printing

H.J.R. No. 4

A JOINT RESOLUTION

proposing a constitutional amendment increasing the amount of the
school property tax residence homestead exemption and providing for
the continuation and reduction of the school tax limitation on the
homesteads of certain persons.

BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF TEXAS:

SECTION 1. Sections 1-b(c) and (d), Article VIII, Texas
Constitution, are amended to read as follows:

(c) Fifteen Thousand Dollars ($15,000) [Pive--Fheousand

Petiars-+$578003] of the market value of the residence homestead of
a married or unmarried adult, including one living alone, is exempt
from ad valorem taxation £for general elementary and secondary

public school purposes. The legislature by general law may provide

that all or part of the exemption does not apply to a district or

political subdivision that imposes ad valorem taxes for public

education purposes but is not the principal school district

providing general elementary and secondary public education

throughout its territory. In addition to this exemption, the

legislature by general law may exempt an amount not to exceed Ten
Thousand Dollars ($10,000) of the market value of the resid;nce
homestead of a person who is disabled as defined in Subsection (b)
of this section and of a person sixty-five (65) years of age or
older from ad valorem taxation for general elementary and secondary
public school purposes. The legislature by general law may base

the amount of and condition eligibility £for the additional

75R17195 JBN-D 1
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H.J.R. No. 4
exemption authorized by this subsection for disabled persons and
for persons sixty-five (65) years of age or older on economic need.
An eligible disabled person who is sixty-five (65) years of age or
older may not receive both exemptions from a school district but
may choose either. An eligible person is entitled to receive both
the exemption required by this subsection for all residence
homesteads and any exemption adopted pursuant to Subsection (b) of
this section, but the legislature shall provide by general law
whether an eligible disabled or elderly person may receive both the
additional exemption for the elderly and disabled authorized by
this subsection and any exemption for the elderly or disabled
adopted pursuant to Subsection (b) of this section. Where ad
valorem tax has previously been pledged for the payment of debt,
the taxing officers of a school district may continue to levy and
collect the tax against the value of homesteads exempted under this
subsection until the debt is discharged if the <cessation of the
levy would impair the obligation of the contract by which the debt
was created. The legislature shall provide for formulas to protect
school districts against all or part of the revenue loss incurred
by the implementation of Article VIII, Sections 1-b(c¢), 1-b(d), and
1-d-1, of this constitution. The legislature by general law may
define residence homestead for purposes of this section.

(d) Except as otherwise provided by this subsection, if a
person receives the residence homestead exemption prescribed by
Subsection (c) of this section for homesteads of persons sixty-five
(65) years of age or older, the total amount of ad valorem taxes

imposed on that homestead for general elementary and secondary

75R17195 JBN-D 2
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H.J.R. No. 4
public school purposes may not be increased while it remains the
residence homestead of that person or that person's spouse who
receives the exemption. If a person sixty-five (65) years of age
or older dies in a year in which the person received the exemption,
the total amount of ad valorem taxes imposed on the homestead for
general elementary and secondary public school purposes may not be
increased while it remains the residence homestead of that person's
surviving spouse 1if the spouse is fifty-five (55) years of age or
older at the time of the person's death, subject to any exceptions

provided by general 1law. The legislature, by general law, may

provide for the transfer of all or a proportionate amount of a

limitation provided by this subsection for a person who qualifies

for the limitation and establishes a different residence homestead.

However, taxes otherwise 1limited by this subsection may be
increased to the extent the value of the homestead is increased by
improvements other than repairs or improvements made to comply with

governmental requirements and except as may be consistent with the

transfer of a 1limitation under this subsection. For a residence

homestead subject to the limitation provided by this subsection in

the 1996 tax vyear or an earlier tax year, the legislature shall

provide for a reduction in the amount of the 1limitation for the

1997 tax vyear and subsequent tax vears in an amount equal to

$10,000 multiplied by the 1997 tax rate for general elementary and

secondary public school purposes applicable to the residence

homestead.

SECTION 2. The following temporary provision is added to the

Texas Constitution:

75R17195 JBN-D 3
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TEMPORARY PROVISION. (a) This temporary provision applies

to the constitutional amendment proposed by H.J.R. No. 4, 75th

Legislature, Regular Session, 1997, and expires January 2, 1998.

(b) The amendment to Section 1-b(c), Article VIII, of this

constitution takes effect for the tax vyear beginning January 1,

1997.

SECTION 3. This proposed constitutional amendment shall be
submitted to the voters at an election to be held August 9, 1997.
The ballot shall be printed to permit voting for or against the
proposition: "The constitutional amendment providing school
property tax relief by increasing the resiaence homestead exemption
by $10,000 and providing for the transfer of the tax limitation to
another qualified homestead for persons over 65 and a reduction in

taxes on homesteads subject to the limitation."

75R17195 JBN-D 4




HOUSE VERSION

SECTION 1. Amends Section 1, Article VII, Texas
Constitution, to establish the financial support of elementary
and secondary public school education as the first priority
among state spending and appropriations, subject only to
constitutional revenue dedications and the payment of
lawfully incurred state debt. Sets forth as state policy the
state's responsibility for the provision of public education,
encompassing the provision and substantial financing through
state revenue of a thorough and efficient system that gives
students access to programs and services appropriate to their
educational needs on a substantially equal basis. Requires the
public school finance system to adhere to a standard of
neutrality that provides for substantially equal access to
similar revenue per student at similar tax effort, considering
legitimate student and district cost differential factors.
Prohibits the legislature from appropriating, for any biennium,
an amount of state funds for the maintenance and operation of
public schools and their buildings that is less than the amount
appropriated in the prior biennium, adjusted for student
population growth.

SECTION 2. Amends Section l-e, Article VIII, Texas
Constitution, to authorize the legislature to impose a state
property tax for elementary and secondary public free school
purposes, at a rate not to exceed $1.05 per $100 of taxable
value, on property not subject to taxation for maintenance and
operations purposes by a school district and not otherwise
exempted by this constitution or by the legislature under the

75R17295 CCK-D

House Joint Resolution 4
Conference Committee Report
Section-by-Section Analysis
May 28, 1997

SENATE VERSION

SECTION 3. Establishes the same priority but uses "public
free schools" rather than "elementary and secondary public
school education." Deletes the portions relating to the state's
responsibility for the provision of public education and the
adherence to a standard of neutrality. Includes the prohibition
relating to appropriations but allows adjustment for

educational cost inflation as well as student population
growth.

No equivalent provision.

CONFERENCE

No equivalent provision.

No equivalent provision.




HOUSE VERSION

authority of this constitution. Authorizes the legislature to
provide for the appraisal, equalization of taxable value, and
collection of taxes imposed on property subject to a state
property tax. Deletes obsolete language relating to the
disposition of receipts from the previously authorized state
property tax. Authorizes the legislature to exempt from state
property taxes all or part of any property value that was
exempted from school district property taxes pursuant to a tax
abatement agreement entered into by the school district before
January 1, 1997, or in certain reinvestment zones created on
or before April 1, 1997. Adds a temporary provision,
effective through the end of the 1999 property tax year, that
requires state property taxes to be assessed on the valuation of
property subject to those taxes as determined by appraisal
officials in the county where the property is located, and
provides that the assessment of a state property tax on that
valuation is valid if the appraisal and equalization process
conform to accepted standards and practices. Authorizes the
legislature by general law to authorize the state to use
increases in property tax revenues imposed on property in a
reinvestment zone to finance the development or
redevelopment of property in the zone under certain
circumstances.

SECTION 3. Amends Section 3, Article VII, Texas
Constitution, to provide that lottery proceeds, less prize
money and administrative costs, be spent only for elementary
and secondary public free schools. Cross references the new

715R17295 CCK-D

House Joint Resolution 4
Conference Committee Report
Section-by-Section Analysis
May 28, 1997

SENATE VERSION

SECTION 2. Adds Section 47(f), Article III, Texas
Constitution, to provide that lottery proceeds, less prize
money and administrative costs, be spent only as provided by
general law for public free schools.

2

CONFERENCE

No equivalent provision.




HOUSE VERSION

version of the state property tax in Section 1-e, Article VIII,
Texas Constitution, as amended by SECTION 2. Deletes
obsolete references to the original state property tax and poll
taxes. Authorizes the legislature to empower school districts
to impose property taxes on residential property, as that
property is defined by law, for purposes of maintenance and
operations. Authorizes the legislature to set a statutory cap on
school district property taxes, but prohibits a school district
tax for maintenance and operations at a rate greater than $1.05
per $100 valuation of taxable property. Authorizes the
legislature to provide for school districts to impose an
additional property tax on all otherwise nonexempt property
for purposes of the erection and equipment of school
buildings if approved in an election by a majority of the voters
of a school district. Makes conforming changes.

SECTION 4. Amends Section 1, Article VIII, Texas
Constitution, to authorize the legislature to impose privilege
or franchise taxes, measured by the income or taxable capital
of a corporation, partnership, or business entity other than a
sole proprietorship. Exempts sole proprietorships engaged in
mechanical or agricultural pursuits from ever being be
required to pay an occupation tax. Provides that this
subsection does not prohibit a tax on a municipal
corporation’s gas, electric, or water utility. Adds a temporary
provision, effective until January 1, 2000, that allows the use
of income earned or receipts after December 31, 1996, to
measure or apportion to this state a privilege or franchise tax.

75R17295 CCK-D

House Joint Resolution 4
Conference Committee Report
Section-by-Section Analysis
May 28, 1997

SENATE VERSION

SECTION 4. Similar to House version in authorizing the
legislature to impose privilege or franchise taxes, measured
by the income or taxable capital of a corporation, partnership,
or business entity other than a sole proprietorship; exempting
sole proprietors engaged in mechanical or agricultural
pursuits from ever having to pay an occupation tax; and
allowing the use of income earned or receipts after December
31, 1996, for apportionment purposes in regard to state
privilege or franchise taxes. Senate version does not include
House provisions relating to the imposition of taxes on
municipal gas, electric, or water utilities, nor to the
legislature’s authority to limit both the maximum annual

CONFERENCE

No equivalent provision.




HOUSE VERSION

Allows the legislature to limit, by general law, the maximum
annval increase in the appraised value of residence
homesteads for property tax purposes to provide tax relief
under certain circumstances, and to limit the frequency with
which increases in the appraised value of real property may be
recognized.

SECTION 5. Amends Section 1-b(d), Article VIII, Texas
Constitution.

No equivalent provision.

(d) Authorizes the legislature, by general law, to provide for
the transfer of the tax freeze on residence homesteads of the
elderly, for those who qualify for the freeze and establish a
different residence homestead. Provides that if the tax
imposed on an elderly homeowner's property in 1997 under
a lower school district tax rate is less than the tax previously
imposed, the 1997 amount becomes the new cap for that
homeowner. Removes obsolete references to county

75R17295 CCK-D

House Joint Resolution 4
Conference Committee Report
Section-by-Section Analysis
May 28, 1997

SENATE VERSION

increases in appraised residential values for property tax
purposes and the frequency with which increases in appraised
property value may be recognized..

SECTION 5. Amends Section 1-b(d), Article VIII, Texas
Constitution.

No equivalent provision.

(d) Substantively the same as the House version, although not
identical in language. Refers to "public free school purposes"
rather than "elementary and secondary public school
purposes.”

CONFERENCE

SECTION 1. Amends Sections 1-b(c) and (d), Article VIII,
Texas Constitution.

(c) Increases from $5,000 to $15,000 the residence
homestead exemption from ad valorem taxation for general
elementary and secondary public school purposes. Authorizes
the legislature, by general law, to provide that all or part of
the exemption does not apply to a district or political
subdivision that imposes ad valorem taxes for public
education purposes but is not the principal school district
providing general elementary and secondary public education
throughout its territory.

(d) Includes the House version's authorization of the
legislature to provide for the transfer of the freeze. Directs
the legislature to provide for a reduction in the freeze amount
for 1997 and subsequent years for residence homesteads that
were subject to the freeze in 1996 or earlier in an amount
equal to $10,000 multiplied by the applicable 1997 school tax
rate.



HOUSE VERSION

education districts.

SECTION 6. Adds Section 1-b-2, Article VIII, Texas
Constitution, applicable to certain escrow accounts that are
required to be maintained in connection with a mortgage on
a residence. Requires the person controlling the escrow
account to deliver to the person who pays money into the
account a notice of property tax reductions resulting from tax
relief legislation and a likely consequent decrease in required
payments into the account. Sets forth the language of the
notice. Provides for an expiration of the section on
December 31, 1998.

SECTION 7. Adds Section 1-b-3, Article VIII, Texas
Constitution, to require the chief appraiser of each appraisal
district, not later than October 1, 1997, to send to each owner
of a residence homestead in the appraisal district a notice of
school district property tax reductions resulting from tax relief
legislation, and providing other information. Sets forth the
language of the notice. Provides for the expiration of the
section on December 31, 1998.

SECTION 8. Amends Section 1-j, Article VIII, Texas
Constitution, to provide that the freeport exemption on certain
property does not apply to the state property tax if the
property is located in a school district that taxes it for the tax
year.

75R17295 CCK-D

House Joint Resolution 4
Conference Committee Report
Section-by-Section Analysis
May 28, 1997

SENATE VERSION CONFERENCE
No equivalent provision. No equivalent provision.
No equivalent provision. No equivalent provision.
No equivalent provision. No equivalent provision.




HOUSE VERSION

SECTION 9. Adds Section 1-m, Article VIII, Texas
Constitution, to authorize the legislature, by general law, to
allow certain owners of producing oil and gas property to
elect to pay a gross wellhead receipts tax in lieu of property
taxes. Directs revenue from such gross receipts taxes to the
same uses and purposes as the revenue from property taxes.

SECTION 10. Adds Section 1-n, Article VIII, Texas
Constitution, to allow the legislature, by general law, to make
a river authority that owns or operates one or more steam
generating plants subject to a franchise tax, but restricts the
legislature's imposition of such franchise taxes to the portion
of the authority's business that is directly related to the
generation, transmission, or distribution of electricity, and at
a rate not to exceed the rate imposed on private entities
similarly engaged in the electric business.

SECTION 11. Amends Section 22, Article VIII, Texas
Constitution, to add a subsection providing that the restriction
on the rate of growth of appropriations from nondedicated
revenue does not apply, for the FY2000-FY2001 biennium, to
appropriations to the extent made from the amount of the
increase in revenue resulting from House Bill 4, 75th
Legislature, Regular Session, 1997. Provides for expiration
of the subsection on September 1, 2001.

SECTION 12. Adds Subsection (k), Section 24, Article VIII,
Texas Constitution, to provide that the restrictions on

75R15322 JLZ-CCK

House Joint Resolution 4
Conference Committee Report
Section-by-Section Analysis
May 13, 1997

SENATE VERSION

No equivalent provision.

No equivalent provision.

No equivalent provision.

SECTION 6. Same as House version.

CONFERENCE

No equivalent provision.

No equivalent provision.

No equivalent provision.

No equivalent provision.
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HOUSE VERSION

imposition of a personal income tax do not apply to a
privilege or franchise tax measured by the income of a
corporation, partnership, or other taxable business entity,
other than a sole proprietorship.

SECTION 13. Adds Section 31a, Article III, Texas
Constitution, to authorize the legislature, by general law, to
create a Texas Grace Commission to study state agencies,
institutions, and programs in the executive branch and
recommend that certain of those agencies, institutions, or
programs be abolished, reduced in size, or otherwise modified
to make them more cost-effective. Provides that the
legislature must accept or reject, but may not amend, each
substantive recommendation presented it by the commission.
Provides for the repeal of the section on September 1, 1999,

No equivalent provision.

No equivalent provision.

75R15322 JLZ-CCK

House Joint Resolution 4
Conference Committee Report
Section-by-Section Analysis
May 13, 1997

SENATE VERSION

SECTION 1. Same as House version, but deletes the
restriction on the legislature relating to the acceptance or
rejection of, but not the amendment of, commission
recommendations.

SECTION 7. Adds a temporary provision stating that the
constitutional restriction on the inclusion of more than one
subject in a bill does not apply to House Bill 4, 75th
Legislature, Regular Session, 1997. Provides that the
temporary provision is executed on adoption and expires on
January 1, 2003.

No equivalent provision.

CONFERENCE

No equivalent provision.

No equivalent provision.

SECTION 2. Adds a temporary provision, which expires
January 2, 1998, to provide that the portion of the
constitutional amendment that increases the homestead

exemption takes effect for the tax year beginning January 1,
1997.




HOUSE VERSION

SECTION 14. Provides for an election date of August 9,
1997, for the constitutional amendment proposed by the joint
resolution. Lists the items to be included in the ballot
language for the amendment proposition, including reference
to (1) the dedication of lottery revenue to public schools; (2)
authorization of a limited state property tax on nonresidential
property; (3) authorization of a privilege or franchise tax on
business income or capital and exempting sole proprietors; (4)
provision for portability of certain tax freezes for elderly
homeowners; (5) capping of school district maintenance and
operations tax rates; (6), authorization of legislative limits on
appraisal frequency and annual increases in appraised
property values; (7) creation of a commission on efficiency in
state government; (8) establishment of a school funding
equity standard; (9) provision for alternative taxation of oil
and gas interests; (10) authorization of a franchise tax on
certain electricity-generating river authorities; and (11)
establishment of public school funding as a state priority and
preservation of state school funding level.

75R15322 JLZ-CCK

House Joint Resolution 4
Conference Committee Report
Section-by-Section Analysis
May 13, 1997

SENATE VERSION

SECTION 8. Also provides for an election date of August 9,
1997, for the constitutional amendment proposed by the joint
resolution and specifies ballot language, but ballot language
reflects narrower scope of the joint resolution.

CONFERENCE

SECTION 3. Also provides for an election date of August 9,
1997, for the constitutional amendment proposed by the joint
resolution and specifies ballot language, but ballot language
reflects narrower scope of the joint resolution.
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ENROLLED

H.J.R. No. 4

A JOINT RESOLUTION

proposing a constitutional amendment increasing the amount of the
school property tax residence homestead exemption and providing for
the continuation and reduction of the school tax limitation on the
homesteads of certain persons.

BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF TEXAS:

SECTION 1. Sections 1-b(c) and (d), Article VIII, Texas
Constitution, are amended to read as follows:

(c) Fifteen Thousand Dollars ($15,000) [Pive--Fhousand

Bottars-t$576663] of the market value of the residence homestead of
a married or unmarried adult, including one living alone, is exempt
from ad valorem .taxation for general elementary and secondary

public school purposes. The legislature by general law may provide

that all or part of the exemption does not apply to a district or

political subdivision that imposes ad valorem taxes for public

education purposes but is not the principal school district

providing general elementary and secondary public education

throughout its territory. In addition to this exemption, the

legislature by general law may exempt an amount not to exceed Ten
Thousand Dollars ($10,000) of the market wvalue of the residence
homestead of a person who is disabled as defined in Subsection (b)
of this section and of a person sixty-five (65) vyears of age or
older from ad valorem taxation for general elementary and secondary
public school purposes. The legislature by general law may base

the amount of and condition eligibility for the additional
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H.J.R. No. 4
exemption authorized by this subsection for disabled persons and
for persons sixty-five (65) years of age or older on economic need.
An eligible disabled person who is sixty-five (65) years of age or
older may not receive both exemptions from a school district but
may choose either. An eligible person is entitled to receive both
the exemption required by this subsection for all residence
homesteads and any exemption adopted pursuant to Subsection (b) of
this section, but the legislature shall provide by general law
whether an eligible disabled or elderly person may receive both the
additional exemption for the elderly and disabled authorized by
this subsection and any exemption for the elderly or disabled
adopted pursuant to Subsection (b) of this section. Where ad
valorem tax has previously been pledged for the payment of debt,
the taxing officers of a school district may continue to levy and
collect the tax against the value of homesteads exempted under this
subsection until the debt is discharged if the cessation of the
levy would impair the obligation of the contract by which the debt
was created. The legislature shall provide for formulas to protect
school districts against all or part of the revenue 1loss incurred
by the implementation of Article VIII, Sections 1-b(c), 1-b(d), and
1-d-1, of this constitution. The legislature by general law may
define residence homestead for purposes of this section.

(d) Except as otherwise provided by this subsection, if a
person receives the residence homestead exemption prescribed by
Subsection (c¢) of this section for homesteads of persons sixty-five
(65) years of age or older, the total amount of ad valorem taxes

imposed on that homestead for general elementary and secondary
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public school purposes may not be increased while it remains the
residence homestead of that person or that person's spouse who
receives the exemption. If a person sixty-five (65) years of age
or older dies in a year in which the person received the exemption,
the total amount of ad valorem taxes imposed on the homestead for
general elementary and secondary public school purposes may not be
increased while it remains the residence homestead of that person's
surviving spouse if the spouse is fifty-five (55) years of age or
older at the time of the person's death, subject to any exceptions

provided by general law. The legislature, by general law, may

provide for the transfer of all or a proportionate amount of a

limitation provided by this subsection for a person who qualifies

for the limitation and establishes a different residence homestead.

However, taxes otherwise 1limited by this subsection may be
increased to the extent the value of the homestead is increased by
improvements other than repairs or improvements made to comply with

governmental requirements and except as may be consistent with the

transfer of a 1limitation under this subsection. For a residence

homestead subject to the limitation provided by this subsection in

the 1996 tax vyear or an earlier tax year, the legislature shall

provide for a reduction in the amount of the 1limitation for the

1997 tax yearA and subsequent tax years in an amount equal to

$10,000 multiplied by the 1997 tax rate for general elementary and

secondary public school purposes applicable to the residence

homestead.

SECTION 2, The following temporary provision is added to the

Texas Constitution:
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TEMPORARY PROVISION. (a) This temporary provision applies

to the constitutional amendment proposed by H.J.R. No. 4, 75th

Legislature, Reqular Session, 1997, and expires January 2, 1998.

(b) The amendment to Section 1-b(c), Article VIII, of this

constitution takes effect for the tax vyear beginning January 1,

1997.

SECTION 3. This proposed constitutional amendment shall be
submitted to the voters at an election to be held August 9, 1997.
The ballot shall be printed to permit voting for or against the
proposition: "The constitutional amendment providing school
property tax relief by increasing the residence homestead exemption
by $10,000 and providing for the transfer of the tax limitation to
another qualified homestead for persons over 65 and a reduction in

taxes on homesteads subject to the limitation.”
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